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Bottom Has Been Reached 


—for manufacturing and merchandising companies 
—while basic industries lag 


By LAURENCE STERN 


Gold Standecil or Bimetalism? 


By THEODORE M. KNAPPEN 


RoadsNew? 


Weighing the Problems of Bond Investment 
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FIFTEEN THOUSAND square miles in five states of 
New England and three provinces of Canada, 
with a total population estimated at 2,750,000, 
are included in the territory served by International 
Hydro-Electric System. 

To meet the wholesale and retail demand of 
360,000 electric customers in this territory, the 
System controls 31 hydro-electric plants with a 
total installed capacity of 1,114,289 horsepower 
and to steam-electric plants with a capacity of 
478,300 horsepower, 2,400 circuit miles of trans- 
mission lines and 10,500 circuit miles of distribu- 


tion lines. 


A detailed description of the System, il- 
lustrated with photographs, is included 
in a new folder which may be had upon 
request, without charge. Address: 


INTERNATIONAL 


PAPER and POWER SECURITIES, Inc. 
220 East 42nd Street, New York 














atthe HOTEL 
FORT SHELBY 


...is a doubly significant 
remark. Certainly it's final 
instructions to the office 
... but the staff remember 
that the boss has stopped 
at the Fort Shelby since 
his initial visit to Detroit. 
4 Hotel Fort Shelby's pre- 
ferred location ... inviting 
lobby . . . beautiful, com- 
modious rooms... superb 
restaurants and attractive 
rates are a few reasons 
why the major percentage 
of its patronage repre- 
sents repeat business. 
4900 units ... all equip- 
ped with servidor and 
private bath. Rooms as 
low as $3.00 per day... 
suites $10.00 and upwards. 


Motorists are relieved 
of their automobiles 
at the door without 
service charge. Write 
for free road map, and 
your copy of “Aglow 
with Friendliness,” 
our unique and 
fascinating magazine. 


HOTEL rorl 


She by 


E. J. BRADWELL, Manager 
DETROIT 


“ AGLOW WITH FRIENDLINESS “ 
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TO RECOVER YOUR ORIGINAL 
INVESTMENT CAPITAL 





CONSIDER THESE 
SEVEN FEATURES 





The Investment Service has 
seven unusual and valuable 
features, which make this 
service an essentially practi- 
cal one. This service is:— 


PERSONALIZED 


Each subscriber’s account is 
treated individually. All 
rec dations are based 
on the subscriber’s personal 
requirements. There are no 
“blanket” recommendations. 


COMPREHENSIVE 


The service covers all types 
of securities—bonds, com- 
mon stocks, and preferred 
stocks. 


CONFIDENTIAL 


The affairs of every sub- 
scriber are held in the strict- 
est confidence. This is guar- 
anteed by the integrity and 
high business standards of 
THE MAGAZINE OF WALL 
STREET. 


CONTINUOUS 


The. service supervises each 
subscriber’s holdings con- 
tinuously so that no develop- 
ment can take place un- 
known to the service direc- 





tors. Recommendations are 
made at the time when they 
will be of greatest value, and 
subscribers are not obliged to 
consult the service in order to 
obtain these recommenda- 
tions, 


AUTHORITATIVE 


The directors of the service 
are experts who have been 
hand picked from THE 
MAGAZINE OF WALL 
STREET staff for their 
known ability to render valu- 
able investment advice. 


RELIABLE 


THE MAGAZINE OF WALL 
STREET is an outstanding 
authority in judging security 
values, and its reputation in 
this respect assures the relia- 
bility of the service. 


UNBIASED 


The Investment Management 
Service has no securities to 
sell and holds no brief for 
any particular investment. 





The present business and financial situation offers you an op- 
portunity—which may not be equalled for years to come—to re- 
cover investment losses and make substantial profits as well. But 
you must act wisely—and promptly. 


There are many companies whose securities are today definitely 
under-priced—but not all issues deserve this rating. Some which 
were formerly well situated do not show prospects of early or 
sustained recovery. If you are to derive maximum investment 
profits you must choose carefully and buy at the proper time. 


The Investment Management Service will assist you in making 
your present portfolio the basis of a profitable campaign, and 
through the daily supervision of your holdings by investment special- 
ists it will permit you to always keep your funds most profitably 
employed—consistent with safety and conservative investment pro- 
cedure. This service differs from the usual advisory service with 
which you may be familiar—for it is a personal form of counsel 
adapted to exactly fit each client’s specific needs. The cost is mod- 
erate—and you do not require new capital to derive full benefits. 


If you will send us a list of your present security holdings we 
will be glad to outline the specific application of our counsel in 
your case and to advise you regarding the cost of our guidance. 
Send in the coupon below and be sure to give us all of the data 


requested. 


INVESTMENT MANAGEMENT SERVICE. 
A Division of The Magazine of Wall Street 
FORTY-TWO BROADWAY NEW YORK, N. Y. 


Investment Management Service 9-5-31 


42 Broadway, New York, N. Y. 


Gentlemen: 


I am enclosing herewith my list of holdings. Kindly study this list and tell 
me, by mail, how your service would help me solve my investment problems. 
Also send me your booklet and the minimum cost of service on my account. 
This places me under. no obligation. 


IE Sores ep bert ct Pal A oF oa dg teed selena ale: 6 ile bade Fane iol See eines 


My present investment capital, in addition to the securities listed, 
is approximately $................... 
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Heavy line indicates the Teletypewriter 

Gircuit. Branches and factories not con- 
nected by the Teletypewriter Circuit use 
Long Distance telephone service for trans- 
mitting orders and other information to 
the nearest office on the circuit, whence the 
messages are relayed to destination. 
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and Teletypewriters help Owens-Illinois speed the sale ana 
delivery of a billzon bottles a year 


Onty through an efficient, diversified communications 
system is the Owens-Illinois Glass Company able to 
catry out successfully its widespread activities. Long 
Distance Telephone Service and Teletypewriter Service 
combine to give this nation-wide organization the speed 
and directness of a highly centralized unit. Headquarters 
at Toledo keeps in constant touch with factories and 
sales offices at fifty-one cities from coast to coast. 

Teletypewriters connect 30 sales offices and 21 plants 
from Missouri to New Jersey. Points not included in the 
teletypewriter system use Long Distance for transmitting 
orders and other information to the nearest office con- 
nected with the system, from which the messages are 
relayed to destination. 


The communications network gives the production 
department instantaneous supervision over the activities 
of any plant. Instructions for shipments are quickly trans- 
mitted, service to customers accelerated at every turn. In 
addition, Long Distance is used extensively by Owens- 
Illinois salesmen in covering and expanding their 
territories. 

The Bell System has developed a Telephone Plan of 
Market Coverage to help its customers increase their 
business and cut costs. The plan is adaptable and its fea- 
tures* can be custom-fitted to the needs of any business, 
whatever its size. An experienced telephone representa- 
tive will show you, without obligation, how they can 
be adapted to a special plan for aiding your company. 





*THE KEY TOWN PLAN lets salesmen contact more people at 
less expense. They visit certain key cities in person and conduct their 
business in nearby towns by telephone. 

SEQUENCE CALLING LISTS enable a person to make a number 
of telephone calls in quick order. The operator has a new connection 
ready as each call is completed. 

CREDIT CARDS make it unnecessary to carry cash for telephon- 
ing. They also provide helpful records of contacts. 


OUT-OF-TOWN NUMBER BOOKS are prepared by the telephone 








company from names furnished by the subscriber. They make it easy 
to get out-of-town connections quickly. 


THE COLLECT CALL PLAN brings business when salesmen’s 
visits are intermittent. Customers are urged to telephone orders and 
other important matters at the selling company’s expense. 


‘TELEPHONE REMINDERS are attached to outgoing sales cor- 
respondence and other material. They include gummed labels 
and cuts which give the business company’s telephone number 
and other information. 








JUST CALL YOUR BELL 
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Earnings Reports for First Half-Y ear 


September “Adjustable Stock Ratings” 


Special comment on each company considers earnings pros- 
pect. Data essential to Investors in judging investment prospects. 


The MaGazine OF WALL StrEET’s Monthly “Adjustable Stock Ratings” keeps you 
posted on current developments and investment outlook for every New York | 
Stock Exchange Security, important Curb Market Securities and Bank and Insur- | 


ance Stocks. | 
Our monthly “Adjustable Stock Ratings” will be of inestimable help to all subscribers to THE © 
MAGAZINE OF WALL STREET in keeping up-to-date on all securities in-which they may be inter- 
ested and in checking changes in the outlook for securities previously purchased. : 
Now, more than ever with business turning the corner, you will want the guidance of THE | 
MAGAZINE OF WALL STREET supplemented by our “Adjustable Stock Ratings” so that you 
can— 

—Avoid companies not likely to recover. 

—See at a glance any danger signals on previous purchases. 

—Know what industries are progressing—which are declining. 

—Know what companies offer the soundest profit possibilities. 

—Have all the essential facts all the time. 


Original Methods 


Our Ratings show both the outlook for the industry and the 
position of the security in that industry, whether good or bad, 
enabling you at all times to have the expert advice of our experi- 
enced business and security analysts. Before buying or selling 
any security consult these ratings. Business conditions naturally 
change and our ratings for any particular stock may change at 
any time. Investors should check our ratings each month to see 
if a change has taken place in the outlook for their holdings. 

Our Comments are changed frequently, keeping you up-to-the- 
minute on new developments likely to affect prices. 

Our Conclusions are based on intensive analyses of the com- 
bined fundamentals for each security—plus the current technical 
position and future outlook for the general market. 


Special Advantages 


—Handy Pocket Size. 4 

—-For your convenience in quickly locating any Company, all the © 
stocks, whether New York Stock Exchange or Curb, are ar- ™ 
ranged in one alphabetical list, marked with an “N” or “C.” 

—Numbered lines and special division markers enable you to ™ 
get all the essential data at a glance. 

—The Industry the Security represents—and other special indus- ~ 
trial activities are shown, as these are of prime importance in © 
judging the future of a company. 

Statistical Data:—You will find the important statistics so } 
essential in judging and keeping track of your company—earn- | 
ings—price range—dividend  information—funded debt—shares - 

outstanding—ticker symbols, and latest interim earnings available, * 


Assembled in concise form, this booklet gives you—at a glance—information absolutely neces- | 


sary to every investor. 


These “Adjustable Stock Ratings,” in combination with THE MAGA- 


ZINE OF WALL STREET, make an unequalled investment service that should enable you to keep | 
your funds profitably placed in sound issues at all times. : 


Special Combination Offer 
The Magazine of Wall Street—Rating Book 


For a limited time we offer THE MaGAzINE oF WALL Street for one year, including full consultation privileges of our Personal” 


Service Department, (regular price $7.50) and the Monthly “Adjustable Stock Ratings” one year (regular price $2.50)—all for 
$9 If you are a subscriber now, the expiration date of your current subscription will be extended accordingly. 


Mail This Coupon Today 


The Magazine of Wall Street 
42 Broadway, New York, N. Y. 


Sept. 5, R. B. 1931 


Enclosed is my check for $9.00. (Enter) (Extend) my subscription to The Magazine of Wall Street for one year (26 
issues) including full consultation privileges of your Personal Service Department and also send me the next 12 issues 


of the Monthly “Adjustable Stock Ratings.” 


Canadian Postage 50c additional per year; Foreign $1.00 
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DRAMATIZE 
YOUR SALES 
APPEAL 


From America's purse billions 
are spent each month. And 
every purchase represents a 
contest. A contest between 
yours and other men’s 
products. Which wins? 
The one with the most 
humanized — the highly 


dramatized sales appeal. 


Established 1872 
CHICAGO 
8S. Michigan Ave. 


NEW YORK 
122 E. 42nd St. 


NEENAH, WIS. 


LOS ANGELES 
510 W. Sixth St. 





ESULTS ONLY COUNT. 


This is a year when sales and advertising efforts are closely checked for results. 
Because results only count this is a year in which rotogravure is showing up favor- 
ably. ... Consider this. A new product was being introduced experimentally in 
a number of cities. Where rotogravure was used the returns from advertising so 
far outstripped other results that from now on only rotogravure will be used. Roto- 
gravure permitted the use of convincing pictures in the Dramatization of the product 
and brought results. For economical sales, use rotogravure—both for newspaper adver- 
tising and for direct mail. . . . For seventeen years Kimberly-Clark papers have been the 
standard for all types of rotogravure printing and for black and white and fine color 


work as well. Use rotogravure and a Kimberly-Clark paper for results that count. 


eX 1872 Neenah, Wis. 


New York—122 E. 42nd St. Chicago—8 S. Michigan Ave. Los Angeles—510 W. 6th St. 
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To Sell or To Hold? 


ANY an investor who pur- 
chased in the gala days of 
1929, and not a few whose 
commitments date back only to last 
are debating this question: ‘Shall 
[hold on and wait for recovery, or sell 
and prevent further losses?” Like all 
questions of this kind the answer is of 
course “it depends.” And it does de- 
pend on individual circumstances, on 
the type of security, the company and 
the industry, on market conditions and 
other considerations. But if one were 
to generalize at all, it would probably 
be wisest to counsel: “hold.” If an in- 
yestor has stayed with a stock that has 
any real merit through the vicissitudes 
of a year or more of a bear market it 
would probably prove the most costly 
Policy to sell now. 
| Let’s take the case of Mr. T. who 
among other holdings acquired 200 
shares of Anaconda a year or more ago 
a#70. Yielding him about 7 per cent, 
he put it away for income and ultimate 
price appreciation. After anxiously 


watching its decline for many months 
and yet hoping against hope for a turn, 
he finds by current quotations of 24 
that his investment of $14,000 would 


_ only net him $4,800. Whereas instead 


of receiving $1,000 a year in dividends, 
he is now getting $300 or scarcely more 
than 2 per cent on his money. Yet if 
he sells he pockets a loss of $9,200. 
Shall he do it and put the money in the 
savings bank, thereby reducing his in- 
come to about $168 in place of $300? 
Shall he salvage his $4,800 and place 
it in some other issue which he believes 
has better prospects of price apprecia- 
tion, or shall he just hold on? No mat- 
ter which he does is it not more than 
likely that at some future date he may 
look back and realize that he translated 
a paper loss into an actual one, much 
too near the bottom to justify him. 
Unless he believes that an enterprise 
that has been in business 36 years and 
is a leader in a basic industry is going 
out completely, it would seem far 
wiser for him to hold on. He has seen 


the stock go to 18, certainly it has dis- 
counted everything short of bank- 
ruptcy and with any material improve- 
ment in general market conditions or 
with a betterment in the copper out- 
look he can most certainly do better 
than current levels. How much better, 
or how soon, are indeterminate factors, 
but the twenty-fourth month of a gen- 
erally down-trending market and a still 
longer business depression is hardly the 
time to get panicky. 

Now of course this advice is not uni- 
versally applicable. Undoubtedly, there 
are stocks selling at 24 which will 
yet go to 4 or even zero. That would 
be true in any market. There are in- 
dividual circumstances which would 
warrant immediate sale but these must 
be considered by themselves. We are 
concerned with the average investor 
and the stocks of well-known sound 
companies. Of these we say, “don’t be 
too quick to take losses. If you are 
patient you will turn them into profits 
yet.” 








In the Next Issue 


The Dynamite in the English Situation 


What Caused the Sudden Financial Crisis in England? How Is the Situation Being Remedied? Will 


England Throw Up the Gold Standard? How Does Her Position Affect America and American 


Business Recovery? 


These Questions Will Be Answered in a Revealing Article 


Does Business Wait on Banking Courage? 


Will the Oil Problem Be Solved by Mergers or State Control? 
How Will the Stockholders Fare? 


Opportunities in Low-Priced Dividend Payers 


By Henry RICHMOND, JR. 


LAURENCE STERN 


By NicHoLas T. CALHOUN 




















Associated Gas and Electric Company 


and Subsidiaries 
(Consolidated) 


A decade of high stability and of ample earnings 
to pay interest on Associated Bonds 





Times Earned 

Interest® and Before After Provision for Retire- Balance After 

Gross Net Underlying Depreci Depreci ment of Fixed Capital{ Interest* and 

Year Earnings Earnings§ Pfd, Dividends tion tion Amount % of Gross Depreciation 

$084 . 2... $1,560,005 $471,443 $196,910 2.39 2.10 $56,374 3.6 $218,159 

1922 ..... 2,856,419 962,079 459,838 2.09 1.82 125,046 4.3 377,195 
1923 ..... 3,477,067 1,322,327 556,823 2.37 2.05 179,822 5.1 585,682 | 

1924 ..... 5,658,573 2,161,366 1,048,523 2.06 1.78 289,414 5.1 823,429 

1925 ...... 19,451,147 7,878,303 3,876,144 2.03 1.76 1,036,112 5.3 2,966,047 

2026 ..... 29,283,288 13,761,310 7,467,324 1.84 1.62 1,627,193 5.5 4,666,793 
Se 35,296,741 17,032,086 8,540,616 1.99 1.79 1,698,731 4.8 6,792,739 | 

1928 ..... 36,291,869 18,001,592 8,493,933 2.12 1.90 1,830,454 5.0 7,677,205 

1929 ..... 79,540,914 43,240,956 21,125,996 2.05 1.89 3,371,077 4.2 18,743,883 

S000 ....; 93,623,052 48,298,913 22,500,777 2.15 1.93 4,849,193 5.2 20,948,943 








Total ..$307,039,075 $153,130,375 $74,266,884 2.06 1.85 $15,063,416 4.9 $63,800,075 
1931f .... 92,172,335 46,608,065 22,426,998 2.07 1.83 5,420,507 5.8 18,760,560 





Added properties are included only since dates of acquisition. 


§ After small interests in common stocks held by minorities, +12 months ended June 30, 1981. 

*Includes interest on all debt (except interest on debenture obligations convertible into stocks at Company’s option), and dividends on 
preferred stocks of subsidiaries held by the public, less credit for interest during construction. 

t Renewals and Replacements—Depreciation. During the ten-year period $18,571,749 was expended for ordinary maintenance, 


Total Consolidated Net Earnings for the above ten-year period averaged, 
before depreciation, 2.06 times, and after depreciation, 1.85 times the above 
actual interest and dividend charges for that period, on the “overall’’ basis. 


For the twelve months ended June 30, 1931, actual charges were earned 
2.07 times before depreciation and 1.83 times after depreciation. 


Similarly, but on an annual basis, net earnings for the twelve months 
ended June 30, 1931, before depreciation and Federal Income Taxes, were 
over 2.10 times and after depreciation, 1.86 times such annual charges. 





Over 89% of the gross operating revenues is derived from the best classes of business: 
—Electric and Gas operations. 


61 Broadway 
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Business I rend 


Britain Turns Back from the Abyss —Non-Partisan Gov- 
ernment — Coffee or Credit — Dividing Up the Pie — France 


Favors Home Securities—Buying Low—The Market Prospect 


FROM THE ABYSS British Socialists’ 

scheme of recap- 
turing prosperity by taking it from individuals who 
have it and giving it to those who have it not, by the 
process of heavy taxation and liberal public spending, 
is about at an end. The temporary coalition govern- 
ment that has been called into power to deal with the 
budget crisis will probably be replaced by a conserva- 
tive government. A country which has the capitalistic 
system must give the capitalists a chance. Taxing them 
overmuch destroys them. A capitalistic country with 
dead and dying capitalists is doomed, and would better 
cut the agony short and go over to the Russian scheme. 
It takes a lot of Socialists to make Socialism work— 
and a lot of capitalists to keep capitalism functioning 
efficiently. If the British capitalists hadn't been bled 
white to pay doles there probably wouldn't have been 
any doles demanding liquidation. The money that 
might have made Britain thrive has been spent to keep 
it from thriving. Britain has at last turned to the only 
way out. The United States should take a warning 
from British experience. The necessities of the present 
emergency must not be allowed to create a precedent 


BRITAIN TURNS BACK I: looks as if the 


for the establishment of a permanent unemployed class. 
We must take care of the unemployed but we must 
not foster unemployment. 


~~ 


OW about a —_ 
government for the 
United States? It 

now looks as if the rest 
of the Hoover Olympiad, if allowed to proceed on 
traditional party lines, will be chaotic futility. We 
say this with all due respect to the President. With 
a Congress that is certain to be controlled and be- 
devilled by his enemies, and with most of his own 
party’s members of Congress lacking loyalty to him, 
he stands where Ramsay MacDonald stood a short time 
ago. Why not take a similar way out? MacDonald 
had to consult the King; Hoover has only to consult 
himself. If the world disruption goes much further the 
domestic and foreign problems will be much too big for 
the pettiness of party politics. They must be faced 
by a united government. A president pulling one way 
and a Congress pulling two other ways will solve 
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nothing. This nation went through the World War 
without a coalition government, but that emergency 
was so acute and obvious that the partisan govern- 
ment received the unreserved support of its conven- 
tional enemies. Even so, a coalition government would 
have been better. Such a government now would 
mean concessions that would be hard to make, con- 
cessions that should not be made except in dire ex- 
tremity. But there are times when almost any decision 
is better than none at all. Two years of fiddling at 
Washington with the world in flames would be in- 
tolerable. . .. Hoover, who had some difficulty choosing 
a party for his approach to the Presidency, may find 
new popularity and renown in becoming a non- 
partisan President. 


_ 
COFFEE E are selling some of our sur- 
OR CREDIT plus wheat to Brazil. Brazil 
has heretofore purchased but 


little wheat and flour from us. So, this business does 
not interfere with existing trade. It happens in this 
case that we are accepting coffee in place of money, 
but the fact remains that we have disposed of a large 
chunk of our government store of wheat in what has 
heretofore been substantially a vacuum. That is exactly 
the objective of the plan for business recovery which 
this magazine has been recommending, that is, to get 
rid of our surpluses by opening up new markets. 
Barter can realize this plan wherever it is available, but 
for the most part we must give fairly long credit. 
Brazil happened to have coffee that we can take. Other 
nations with potential markets for our troublesome sur- 
pluses have nothing to exchange that we want. In 
their case the extension of credit is the only way to 
make a deal—credit extended in goods and liquidated 
in cash. We can rarely make a deal like that with 
Brazil, but we can always give credit. But the Farm 
Board has made a start. After a while it may perceive 
the possibilities of credit as well as of coffee. 


a 


DIVIDING UP ENRY FORD announces 
THE PIE H that at one of his plants 

the rule hereafter will be: 
No garden, no job. The workers must make food as 
well as Fords. We do not look for any loud outburst 
of applause of this idea from the farmers. Neither do 
we see just what the farmers would use for money to 
buy Fords if the garden rule were to be applied by 
industry in general, as Mr. Ford seems to advocate. 
The great industrialist probably has not followed his 
plan to its ultimate implications, which are that the 
world would abandon industrialism and get back to a 
peasant economy wherein each person produces what 
he consumes. For instance, if a man wanted an auto- 
mobile he would have to build it himself. The prob- 
lems of the present day are not to be solved in that 
way. Facilitation of the exchange of products is what 
is needed. Industrialism has given us an abundance 
that was undreamed of two hundred years ago. We 
still have to work out a method of dividing up the pie. 


In former times the problem was to have a pie to 
divide. 
—_ 


FRANCE FAVORS tax which France 
HOME SECURITIES has imposed on trans- 

actions in foreign 
securities has recently come into prominence through 
official notification to Washington by Ambassador 
Edge. The press is belatedly discussing the law 
although attention was drawn to it on this page as 
early as last May. By resurrection of a law passed 
in 1893 France proposes a tax on all sales of foreign 
securities. As American shares are dealt in on the 
Bourse in larger volume than those of any other coun- 
try, American brokerage firms with Paris branches are 
severely affected. By this action France apparently 
desires to protect French brokers who claim to have 
suffered a loss of patronage by the popularity of Ameri- 
can securities. Perhaps France also envisages the still 
heavier demand that will arise for American issues 
when funds which have been accumulated are released 
by the return of more favorable general conditions. It 
is, however, doubtful whether a tax such as that pro- 
posed can in any wise check this demand although it 
may temporarily prove an added financial handicap to 
American firms. 


— 


BUYING ESPITE the disastrous deflation of 
LOW the last two years, the American 

citizen is still confident of the 
future of common stocks. Evidence of this fact is not 
to be had in the day-to-day fluctuations of the stock 
market, which currently reflects speculative stagnation 
and apathy, but in the transfer records which show 
that each day thousands of persons are buying stocks 
for cash and taking them out of the market. Odd- 
lot purchases of 10 shares or less make up an enormous 
aggregate. It is éstimated that the number of stock- 
holders of representative corporations has increased 35 
per cent since 1929. Even more striking, the gain 
since January 1, 1931, covering a period of acute dis- 
couragement, has been 7 per cent. These figures cast 
considerable doubt on the cynical Wall Street notion 
that the “small fry” invariably buy “high and sell low. 
There is a substantial public with courage and means 
to take on attractive investments. Stocks thus bought 
will not come back into the market on a minor rally. 
By the time confidence spreads to the weak-kneed ma- 
jority the supply offered for sale will be thin and prices 
will be far above bottom. 


—_—_ 
THE MARKET UR most recent investment 
PROSPECTS advice will be found in the 


discussion of the prospective 
trend of the market on page 632. The counsel em- 
bodied in this feature should be considered in connec- 
tion with all investment suggestions elsewhere in this 
issue. Monday, August 31, 1931. 








_{{ BUSINESS, FINANCIAL and INVESTMENT COUNSELORS 
1907— Over ‘Jwenty~Three Years of Service”—1931 











THE MAGAZINE OF WALL STREET 





for § 





ET 

















Taking the Pulse of Business 


September a Critical Month 
in Determining the Outlook 











C.G.Wyckorr BAROMETER of Business TRENDS 


COPYRIGHT — THE MAGAZINE OF WALL” STREET 





Cost of Business Credit 


YW 106 
loo 


NEW ORDER: 
°° 
> 


(% OF PREVIOUS YEA\ 
B@lSaAsE 


A 
x 


Business 


COMMON STOC 
SSsIES 


JFMAMJJASOND FMAMJJAS 
1927 1928 











JIFIMIAIME S TIT ATSIOINIDISTEIMIAIMISISTATSIOUN ID] J TFIMIAIMISISTATSTOINID 
1929 | 


“2 
4N3D Wad 


O85 BR Gp -S 
(va snomaud 40 %) 
ALIALLV SSANISNG 


3 


1930 931 subsict To Revision 























HE relation of the present positions of the four 
T lines on our chart portrays the situation in which 
neither progress nor retrogression are con- 
spicuous. It is true that the cost of business credit 
line has risen slightly but this is not so much in re- 
sponse to heavier domestic demands as it is a reflection, 
for the first time in many months, of the financial up- 
heaval in Europe. Domestic requirements of trade and 
industry have not increased but the supply of available 
credit has declined. Even the expansion of 200 million 
in Federal Reserve credit within three weeks has 
proved inadequate to offset the drain upon member 
bank reserves occasioned by heavy withdrawals of cash 
and bankers’ balances along with the steady liquidation 
of foreign investments in short term credits. 

Despite the credit stringency, however, preliminary 
returns on new orders for the next point on our graph 
indicates the largest increase since February. 
would warrant expectations of a greater than seasonal 
rise in production and trade this fall, were it not for 
the ever-present possibility of adverse developments 
from other quarters. The full response for business to 
a substantial gain in new orders at this time may be 


delayed moreover by the circumstance that a consider- 
able portion of such booking is undoubtedly for late 
fall delivery. It is, therefore, not inconsistent to find 
that the tendency of the business activity curve at the 
moment is to sag slowly. The demand for ordered 
goods is not pressing and the seasonal summer slack- 
ness extends itself a little longer than was the case last 
year. As a matter of fact we shall have to await 
September statistics before a conclusive picture of the 
autumn outlook is possible. 

This is precisely what the action of the market is 
demonstrating and is reflected in the Common Stock 
Price Index. We are decidedly in that market phase 
when, barring minor fluctuations, the trend of security 
prices is in close accord with the business outlook. No 
doubt it was the lack of definite fall indications which 
so promptly halted the August rally and why the en- 
suing market has lapsed into dullness. 

There is, of course, encouragement in the fact that 
further decline in business as a whole is not apparent; 
but we must look to coming weeks rather than the 
present to find signs of genuine and definite improve- 
ment. 
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Autumn Rally Hangs in 
the Balance 


Proof of Business Improvement 
Essential to Further Sustained Up-Move 


By A. T. MILter 








MATURE professional _ 
efforts to conjure an autumn 
rally out of the stock market 

have met with several formidable 
obstacles and at this writing 
either the immediate attack has 
been postponed, pending the ad- 
vent of somewhat clearer specu- 
lative weather, or the entire cam- 
paign has been abandoned as a 
forlorn hope. 

In either event there is little 
use in attempting to guess the 
collective mind of the profes- 


be seen.”’ 


“The market shows an underlying 
resilience, while balanced within a rela- 
tively narrow range of fluctuation. Given 
any material assistance from external 
news developments, the bull forces might 
easily lift it out of this rut. Accordingly, 
another try at an autumn rally may yet 


are many serious difficulties. The 
principal one is that there is no 
tangible evidence of genuine and 
significant business improvement. 
And the public apparently is no 
longer willing to place stock mar- 
ket bets on the assumption or the 
hope that such improvement is 
possibly just around the corner. 
There is a growing inclination to 
demand proof; to wait and see. 
There is a growing apathy in 
speculation and the swings in 
both directions tend to narrow. 





This is the normal course of 





sional trading element now re- 
sponsible for the bulk of the very 
modest total of business transacted on the Stock Exchange. 
Its plans are seldom deep-laid. They are opportunist plans, 
subject to shifting almost from hour to hour at the dictate 
of the speculative winds, both internal and external. The 
mood in Wall Street is to feel one’s way and to be ready to 
reverse it on short notice. 


Five-Day Rally 


It was in such a mood that some of the leading manipu- 
lators, doubtlessly bored by market inaction, undertook 
the personally-directed rally of August. To call it the 
“August rally,” of course, is to stretch a point, for it lasted 
only from August 11 to August 15. In retrospect it can 
be seen that the upturn rested almost wholly upon pro- 
fessional maneuvers, aided by a substantial short interest 
and such technical strength as had been imparted to the 
market by the weeks of dreary decline from the top of the 
moratorium rally in June. 

In those five days, however, illustrative of the essentially 
sold-out market position, many of the more responsive in- 
dustrial and utility stocks rebounded 10 per cent or more 
before encountering substantial offerings. There was vir- 
tually no public interest in the market then. There is none 
now. The professionals simply took in each other's specu- 
lative washing. No doubt a bit of it still hangs upon the 
line, for no bull pool can turn around and distribute much 
stock on a five-day rally. For this reason, if for no other, 
it possibly can be assumed that “constructive” sponsorship 
will continue to exert itself, at least in a defensive way, 
for the time being. The market currently has an appear- 
ance of being well in hand. 

Facing any substantial upward movement at this time 
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major bear markets and in the 
longer-term sense is really a hopeful development. There 
has not yet been any such complete flattening out of specu 
lative movement, except in a limited number of stocks, as 
would convincingly suggest the period of basic transition 
from bear to bull movement. 

Moreover there.are some internal signals set in the red 
light of speculative warning. The bond market, on the 
average, has sagged to a new low for the year, with the 
acute slump of second-grade railroad bonds continuing; 
and some of the leading rail stocks also have dropped to 
new lows. These developments are basic. They put a 
stamp of superficiality upon any movement of industrial 
and utility stocks which ignores them. They almost cer- 
tainly would have been enough in themselves to check the 
recent rally before very long. 

Instead, the actual turning point was the disastrous series 
of bank failures in Ohio, which has dealt public confidence 
another blow and given even sound banks additional in- 
ducement to insist upon maintaining the utmost liquidity, 
even at the expense of hurting the bond market and blanket: 
ing whatever tiny flame of business enterprise still exists. 
Reaction has been extended as a result of British financial 
difficulties coming to a sensational head, yet, while unable 
to go up, the market has developed no momentum whatever 
in decline, despite the apparently tremendous bulk of ad- 
versities confronting it. 


Shock-Proof Qualities 


For some time this quality of fortitude has been an out’ 
standing feature and it is one from which at least tentative 
encouragement can be derived. Either the market has a 
tremendous confidence in our banking structure and in the 
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ability of Great Britain to put her financial house in order 
or else it is to a remarkable extent shock-proof. There is 
no suggestion of general disappointment in the failure of a 
manipulative rally because so little has been expected of 
it. The less stocks go up until there is a reason for going 
up, the less will be the danger of further serious market 
readjustment. 

Meanwhile something of the market’s calmness seems to 
have been imparted to public opinion on the depression 
and the prospects for recovery. We have settled in an 
interlude of suspended judgment. The market gives not 
a single readable signal of the next basic movement. 
Neither do the business records. The failure of an inter- 
mediate rally now does not necessarily have any more 
business significance than had its inception. 

The prevailing mood is to expect little improvement until 
next year, yet it is still possible—or certainly not demon- 
stratedly impossible—that important gains will be seen this 
month or in October. Perhaps the chief speculative danger 
is that further attempts will be made to exaggerate the 
significance of purely seasonal gains and this: will be par- 
ticularly true if Washington supplies fresh bullish amuni- 
tion by granting the application of the railroads for a 15 
per cent increase in freight rates. What is needed now 
is helpful business reality and not superficial excuses for 
rally. Barring a genuine improvement, there is almost cer- 
tain to be a seasonal increase in financial insolvencies in 
the closing weeks of the year. The market could absorb 
them much better from its present level than from a higher 
one. 

Engaged in the day-to-day skirmish, however, the trading 
element is not particularly concerned with the possibilities 
of November. The immediate technical considerations are 
uppermost. The market shows an underlying resilience, 
while balanced within a relatively narrow range of fluctua- 
tion. Given any material assistance from the external 
news developments, the bull forces could easily lift it out 
of this rut. Accordingly, another try at an autumn rally 
may yet be seen. 

Quite aside from these short-term considerations, one 
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aspect of the market becomes increasingly interesting. There 
is a growing irregularity of individual movement. The 
fluctuations of the “averages,” indicating a bear market low 
thus far on June 2, become less reliable as related to the 
trend of individual issues. Thus, out of a representative 
list of 325 common stocks, eighty-three made lows in 1930 
which have not been violated this year, while fifty-four 
others made lows in the first quarter of this year rather 
than in June. Considering the severity of the decline to 
June 2, these stocks show rather convincing evidence of 
— broken away definitely from the underlying bear 
trend. 

Both in business and the market major turns almost in- 
variably follow such a pattern, the timing of completion of 
individual adjustments varying by many months. Thus, 
consumption lines have already experienced substantial re- 
covery while basic industries lag. ‘This has been the se- 
quence in most past depressions. The late bull market 
lasted until September, 1929, but many stocks, including 
most of the merchandising issues, made their highs in 1928, 
nine months or more before the crash. The merchandis- 
ing group, as well as various individual issues, now seems 
to have made a similarly early turn in the opposite direc- 
tion. How many months will be required for this process 
to translate itself to other groups and finally become recog- 
nizable in the “averages” remains to be seen, but it is time 
now to consider cautious and selective accumulation of 
some of the deflated issues. 

In the basic economic position there is, naturally, little 
appreciable change from week to week. Readjustments are 
slowly working themselves out. The evidence suggesting 
that we have seen the worst of the commodity deflation 
gradually becomes more convincing. Uncertainty as to 
more or less general cutting of industrial wages remains a 
factor of unsettlement, although it is apparent that only a 
substantial improvement in business can prevent downward 
revisions in many industries before the end of the year. 
Above all, as a primary obstacle, governments and in- 
dividuals throughout the world are alike burdened by a 
mass of debt contracted on a basis of capacity to pay much 

higher than now exists. 

Debtors cry out for higher 

cy commodity prices as the sole 

™ way out, yet there is noth- 

ing whatever in the history 

of price movements to sug- 

gest that the commodity 
(Please turn to page 683) 
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q Making Profits Despite Depression 


The Bottom Has Been Reached 


For Many Manufacturing and Merchandising Com- 
panies Who Have Successfully Completed Adjust- 
ment to Current Levels While Basic Industries Lag. 


By Laurence STERN 


T is the popular belief that corporate earnings and stock 
| prices will not in this generation duplicate the boom 
levels of 1929. In the present atmosphere.of the finan- 
cial markets such pessimism is more easily accepted than 
rejected—until one remembers that only two years ago the 
American people were cock-sure that such a depression as 
befell us in 1921 would never come again. 

In examining the prospect of sound revival, then, it is 
obviously necessary to get away from emotionalism as far 
as possible and to stick to such ascertainable facts as appear 
to offer genuine guidance. No effort need be wasted in 
attempting to guess the stock market developments of the 
future, for it is a safe generalization that these will depend 
upon the future trend of corporate earning power. 

In short, the matter boils down to this question: Can 
business profits be restored to a satisfactory level within a 
reasonable period of time? There is a substantial, factual 
basis for looking forward to relatively fast revival of 
earning power without either large scale advance in 
commodity prices or anything remotely approaching 
a boom in general business activity. Does this seem 
a fatuous hope? It is supported by the precedent 


of all past depressions. More important still, 4 
since it is difficult to accept precedent as an 244 


infallible guide, it is supported by much of the ? 





business evidencé currently unfolding before , 





forecast a continued downtrend. It is in the minority— 
a minority of quite respectable size—that we find company 
after company breaking away from the drag of depression, 
turning its own individual corner on its own individual 
readjustments. 

The number of such companies has shown impressive 
increase in recent months. Among the current business 
phenomena their improvement is both more striking and 
more significant than continued depression for the larger 
group of companies. The figures, of course, need to be 
interpreted with discretion. In many instances special fac 
tors of either an inherent or fortuitous nature account for 
profits. Some industries, notably public utilities and foods, 
are favored by more or less depression-proof characteristics. 
Obviously, readjustment on a profitable basis is a more sim- 
ple problem for the merchant and the processer or manu: 
facturer than for the steel maker, the copper producer 
or the farmer. The maker of mechanical refrigerators, 
thriving on a boom demand for a new product, has a 
far similar task than the automobile manufacturer strug’ 


e gling for a profitable share of a saturated market. 


Thus the improved showing of the minority of favored 
companies reflects no discredit whatever upon the others. 


re It may be generally observed that more manufacturing 


and merchandising companies have turned the corner 


‘4 than is true in such basic lines as‘coal, oil, copper where 


our eyes. f 1304 sno amount of managerial skill can rapidly rescue profits 


Despite the continuing obstacles of de- y 


5 from a badly distorted condition of excessive stocks and 





pression, a surprisingly large number of 4 120 





corporations show a definitely improv 


production. Nevertheless, there‘ appears to be sig’ 
1 nificant hope in the record before us. Ignoring the 























> : e . oy . ° ° 
ing trend of earnings. Of the reports fF depression-proof” companies, we still find that 
for the first six months of 1931 thus i 110-+4 an increasing number of corporations are manag’ 
far compiled, 140 companies show J {ing to garner increasing profits. The gains, true 
better earnings than for the first half f 1 ” enough, are very moderate 
of last year, while on a similar com- (¢ 100-4 etn ~e4— 

° . Ca A » o*= me 
parison profits of 413 companies were e Yee a 
smaller. At first glance the dis @ 90 , 
crepancy between these totals paints f ‘ 
a picture of gloom but lower 1931 4 
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in most instances but that ‘they exist at all under 
present conditions is impressive. Moreover, there is con- 
yincing evidence that for the majority of companies 
josses are beginning to"meet witha check and costs have 
heen cut to the bone. The battle, generally speaking, 
has ceased to be a rout. Necessity, as always, has proved 
the deepest spur to efficiency. Many companies, however 
large their current losses, are more efficient now than 
ever before. 

Not being revealed by profits, many of these efficiencies 
are obscure but that they exist and will expand the profits 
realizable out of the next cycle of normal business can 
taken for granted. A hint of their presence is offered in 
second quarter profit statements which, in comparison with 
the first quarter of this year, show an aggregate improve- 
ment of considerably more than seasonal proportions. An 
authoritative compilation of some 300 industrial and mer- 
chandising companies reveals that total earnings were 45 
per cent under the figure for the first half of 1930 but that 
second quarter profits were 30 
per cent above those of the 


are for many companies, as they are not for others—the 
profit margin may conceivably match or exceed that pre- 
viously obtainable on a high price plane, with the added 
advantage that low prices, generally speaking, promote the 
welfare of the consumer and tend, however slowly, to 
stimulate demand. Broadly, there is strong reason to be- 
lieve that revival will depend far less upon the readjust- 
ment of prices than upon the readjustment of business to 
the new price level. 


Basic Commodities Suffer 


The problem of stagnation in business activity is not so 
simple. It is not the function of this article to ponder 
upon possible means of reviving activity. The prosperity 
of the years after 1921 rested to a substantial degree upon 
the creation of a boom demand for automobiles and the 
making up of a war-time shortage in housing. No such 
outstanding factors of “lift” are now discernible and it 
remains to be seen whether a 
multiplicity of less striking de- 








first quarter. 

This striking percentage 
gain, of course, is from a very 
low level and is not indicative 
in any sense of an accom- 
plished recovery. It is, how- 
ever, an obvious step in the 
direction of revival. It com- 
pares with a gain of only 4 
per cent for the second quar: 
ter of 1930 over the first quar- 
ter of that year and with an 
average seasonal gain of 19 
per cent during the preceding 
five years. 

If any considerable number 
of companies, unfavored by | 
special factors, can widen 


: 7 DORE, THO. cies ccc cccess 
their profit margins, even Warren Foundry & Pipe ... 
slightly, in the face of a gen- Adams Millis ............. 
eral business volume estimated Auburn Auto ..........+.. 


at 25 to 30 per cent below prac Dea 


normal and a drastic deflation 
of commodity values, can the Household Finance 
future profit outlook of Amer- *, Analyzed on Page 654. 
ican industry be so dark? Pek me ve a ce a 
The fact is that corporate ‘ sittea tie 
profits do not fluctuate in any 





Representative companies 
profits for the first half of this year than for 
the corresponding period of 1930 
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mands for consumption goods, 
dining. Sider new and old, can swell into 
any such stream of activity as 
will impart fresh vigor to the 
basic producing activities. 
nn Sa, Perhaps the chief difficulty is 
1931 1930 that we are suffering from 
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simple ratio proportionate to 
fluctuations in volume and 
price. For a basic producer of raw materials a 25 per cent 
price decline may mean a 100 per cent decline in profits. 
For a motor manufacturer, a 25 per cent shrinkage in sales 
may have a similarly disastrous effect upon earnings. Cost 
is the vital factor. 


Profit Margins 


Fortunately, the process works in identical fashion upon 
the reverse swing of the business pendulum. It is neither 
gross volume nor high prices upon which the truest 

iness prosperity depends, but simply upon margin of 
profit. And profit margins, as many companies are now 
demonstrating, have not been irretrievably smashed by the 
long slide from the basis on which business functioned in 
1929. It appears clear that we will not soon get back upon 
that basis. It begins to appear that we do not have to get 
back to it to restore a satisfactory degree of corporate earn: 
ing power. If costs are proportionately reduced—as they 
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cesses of production. More- 
over, human demands are not 
fixed in proportion to population. If they ever stabilize on 
such a basis all progress in America will have ceased. 

Actually, desires are practically unlimited, increasing 
much faster than purchasing power. Accordingly, given a 
moderate increase in purchasing power, however derived, 
one would be foolish to fear that the future will be devoid 
of new industries, new products, new “lifting” forces. No 
one in 1920 could possibly have visioned the automobile 
‘industry of five years hence. 

Even in this era of pessimism, however, it is probably the 
consensus that we will eventually, probably next year, be- 
gin to experience some degree of cyclical revival. The 
point of present doubt appears to apply not only to the 
time of that revival but to its degree and to the prospects 
of the corporate earning power depending upon it. Since 
there is little expectation of any business movement that 
will carry us back to the activity of 1929, many appear 
to take for granted that the profits of 1929 now loom as 
an impossible goal. (Please turn to next page) 
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The latter is not necessarily true. In connection with it 
it is worth while to examine some aspects of the course 
of business profits after the depression of 1920-1921, even 
if it be granted that the next revival probably will differ 
in material details. 

To begin with, the long-term trend of commodity prices 
is gradually downward, reflecting the increased productive 
facilities brought about by science and industrialization. 
Both on the past record and in the logic of our industrial 
scheme, it is apparent that in the long run business always 
has, and always must find its profits either on a low price 
level (low, that is, in relation to war boom prices) or even 
on declining price levels; and that any such advance as 
magnified profits during the war era is an abnormality. 

Commodities attained their peak in 1920, when the in- 
dex of all commodities computed by the Department of 
Labor averaged 154.4 (1926 
being basis of 100). The en- 


that is costly. Once the new level is established, profits 
can be found. The record proves it. As in 1921, we now 
appear to have the acute phase of price decline behind us, 
Inventory losses have been absorbed. The commodity price 
average has been fairly stable for more than two months, 
The change is already permitting many companies—those 
which are buyers, processers or dealers in raw materials 
rather than producers—to show increasing profit margins. 
Continued price stability will greatly increase the number 
of such companies. 

But if, as the above facts indicate, we are not dependent 
upon large scale price appreciation for the restoration of 
business profits, to what extent are we dependent upon a 
revival of gross industrial activity on the basis of 1928 
and 1929? 

Both the record of the past and current developments in 
many corporations indicate 
that a boom demand is by no 
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and there was an appreciable 
recovery from the low index 
number of 88.4 for this group in 1921 to a level of 109.8 
in 1925, since which year there has been a steady shrink- 
age in farm values. There can be little doubt that the 
higher average of farm prices over the years 1922-1929, as 
compared with 1921, was a factor of prosperity; and there 
is similarly little doubt now that some improvement in 
farm prices probably is essential to the next cycle of re- 
vival. The fact that some leading commodities, notably 
cotton and wheat, have fallen below the cost of production 
for the average farmer offers inherent promise of ultimate 
correction. 

But with this -xteption of moderately higher prices for 
a limited number of basic commodities, there is nothing 
either in past or present developments to suggest that re- 
vival must await a general raising of the price base. It is 
the violent readjustment from a high to a lower price level 
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seem to be the greatest teacher 
business could have! There is 
no reason to suppose that we have not benefited as much 
through increased efficiency in the present depression as in 
1921. Some companies, indeed, have learned much more, 
as the comparative records of 1931 and 1921 show. 


How Much Recovery? 


It would seem a truly modest expectation to look for 
ward to a recovery of at least 10 per cent in gross business 
“activity during the first year of revival. If the experience 
of a decade ago is any guide, such a recovery should mean 
an ageregate gain of at least 50 to 75 per cent in present 
ronts. 
In the 1922 revival the first industries to complete te 
covery were retail trade, foods, beverages, tobaccos, agt 
(Please turn to page 678) 
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Gold Standard or 


Bimetalism ? 


The Present System Must Work or Go! 


By THroporE M. KNaApPEeNn 


HE credit systems of the world, nationally and inter- 
a nationally, have broken down. Some nations have 

too little gold and some too much. Even in the 
nations that have a surplus of gold, credit, particularly 
long-time credit, is difficult to obtain, even though money 
rates are low. The gold standard problem and the credit 
problem are completely enmeshed. Wherever gold is the 
monetary standard, bank credit is based upon it, because 
gold is the only ultimate cash. 

Before the present depression set in there was a wide- 
spread belief that the world was in for an era of declining 
prices because the gold supply was held either to be falling 
off in proportion to the business demand for it, or was 
about to fall off because of the nearby exhaustion of the 
principal gold mines, notably those of the Transvaal. But 
now we are faced by a demoralizing fall of prices despite 
the fact that domestic and international trade the world 
over has so declined that it is manifest that if there was 
a scarcity of gold during the boom years, when commodity 
prices were on a fairly level keel, there must now be a 
superabundance of gold. For the present, the case against 
the gold standard has shifted from the indictment of in- 
sufficient gold to that of maldistribution and to the failure 
of credit systems to respond to the abundance of gold in 
certain countries, notably France and the United States, 
which now hold about 60 per cent of the world’s gold. 

So the agitation for a change in the monetary basis of 
credit has continued. Bimetallism is growing in favor and 
much consideration is 


sion of gold, of little utility in itself, is equivalent to pos- 
session or control of most of the real wealth of the world. 
Gold, the symbol of wealth, the mere physical expression 
of the title to a certain amount of goods and services, has 
become the master of wealth. In all the world there are 
only eleven billion dollars of monetary gold. The wealth 
of the United States alone is almost forty times as much 
as the value of all the world’s gold, and the normal annual 
business turnover in this country is probably about a thou- 
sand billions. Yet an incredibly small amount of gold meas- 
ures credit and determines prices. 


France As An Example 


Perhaps the most striking illustration of the absurd 
power of gold and its disproportion to actual wealth and 
commercial activity is to be found in the case of France. 
Here is a nation with only about 2 per cent of the world’s 
population, 8 per cent of its wealth, about 6 per cent 
of international trade and perhaps not 1 per cent of the 
total world trade turnover. Nevertheless, it holds about 
20 per cent of the entire world supply of gold, and its 
proportion of the gold continually increases. France's 
store of gold has increased about five times within five years 
with virtually no increase in domestic or foreign trade. A 
relatively unimportant commercial nation has succeeded 
somehow in getting possession of one-fifth of the world’s 
demand certificates for goods and services, that is, gold. 

The situation might 





being given to the 
abolition of metallic 
standards and the 
substitution of some 
form of basic money. 
There is a growing 
conviction that some- 
thing must be done to 
free the commerce of 
the world from its 
present servitude to 
gold. It is held ab- 
surd that trade the 
world over should de- 
pend upon the total 
amount or the geo- 
graphical distribution 
of a single one of the 
90 elements, which — 

but little intrinsic : 

ue in commerce. 
As it is, the posses- 
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be compared to a 
theatrical  perform- 
ance in a rich com- 
munity devoted to 
the drama, where a 
relatively | unimpor- 
tant person in respect 
to wealth had suc- 
ceeded in obtaining 
and holding 20 per 
cent of all the seats. 
He can use only one 
ticket himself, but the 
clamoring crowd at 
the doors can’t get in. 
He naturally declines 
to give away his 
other tickets free but 
the crowd has noth- 
ing to give him in ex- 
change for them that 
he wants, even 
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though it be a mob of millionaires. The general monetary 
and credit situation in the world today is that of abundant 
wealth and scarcity of money. The mere medium of ex- 
change of the world’s wealth has become its master if not 
its owner. What is in theory a mere instrumentality, has 
become a god. 


These references to France are not intended invidiously. 


The United States is playing much the same role. Both 
countries are deeply disturbed over their seemingly in- 
vincible attraction for gold—and both are wondering what 
would happen to them if the rest of the world, sucked dry 
of its gold, should decide to go onto some other monetary 
standard ‘and medium, say 
silver (as Mexico already has 
done) or a paper currency 
definitely related to national 
wealth and the volume of do- 
mestic trade. Consider fora 
moment what would happen 
to the United States and 
France if the rest of the world 
should dethrone gold as stand- 
ard money. They would be 
in about the same position as 
Mexico with its isolated silver 
standard—their gold hoards 
would have nothing more than 
their commodity values in in- 
ternational trade and their 
foreign investments would 
evaporate. 
There may be no great dan- 
ger that other nations will | 
abandon the gold standard but 
it is certain that the depend- 
ence of many of them on di- 
minishing gold supplies is 
working havoc. Throughout 
the raw material countries, in 
particular, has the outward 
flow of gold wrought disaster. 
With their bank reserves 
depleted and imperilled, their domestic credit systems are 
shattered and they are without gold to meet their foreign 
obligations. National, state and municipal and even cor- 
porate entities are suspending payments on their bonds. 
Between June, 1928, and May, 1931, the total amount 
of gold in the reserves of central banks and of governments 
increased from 9,750 million to 11,250 million dollars 
France's holding increased from 1,136 million to 2,180 mil- 
lion dollars and the United States from 3,732 million to 
4,445 million dollars. England’s gold decreased from 825 
to 734 million dollars. Germany's gold reserves were com- 
paratively static during that period, due to borrowings, but, 
as all the world knows, have faded rapidly away since then 
Even England has lost lately about 200 million dollars of 
gold, mostly to the Bank of France. And the increased vol- 
ume of the flow of gold to the United States has recently 
raised our total of monetary gold almost to 5 billion dollars; 
and the Bank of France now has about 2.5 billion dollars. 
The flight of gold brought Germany to her knees. In 
England sterling exchange staggered, and for the first time 
since 1907 the Bank of England, synonym for impregnable 
financial strength, had to apply to the Bank of France for help. 
The raw material countries have been the worst sufferers 
from the fickleness of gold. Brazil’s gold reserves have 
gone from a maximum of 150 million dollars to virtually 
nothing. Chile has prevented exhaustion only by em- 
bargoing gold and suspending payments on its bonds. 
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Mexico lost about half its gold before it threw up its hands 
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and surrendered to silver. Argentina has lost about half 
its gold, and Australia, seeing its gold fade away, has re. 
sorted to revolutionary trade control methods and provin- 
cial ‘repudiation. | Everywhere the scarcity of gold has 
choked trade. Ruinous prices are quoted on exports and 
imports are émbargoed, quotaed or checked by restrictive 
or prohibitory tariffs in the mad struggle to get gold 
through favorable trade balances. All the nations that are 
losing gold are seeking to manipulate trade to the end that 
the gold current may be reversed. 

As trade becomes more and more depressed and business 
confidence wanes the tendency of gold to flow to the 
United States and France be- 
comes stronger, for the domi- 
nant conservative thought of 
people of wealth is to convert 
it into French and American 





ies credits, where the masses of 
gi 11.008 4 gold seem to be able to defy 


all the storms of the depres- 
sion and assure safety of de- 
posits. 

In the case of the one great 
nation that was not already on 
the gold standard, China, the 
" RorsS precipitate decline of silver 
| with respect to gold, which 

WtAL%00 has been even greater than 
E | AA 929°? that of other commodities, has 
3 been even more harmful than 
if it had been on a gold stand- 
ard. Not only has the pur- 
chasing power of its 450,000,- 
000 people been reduced be- 
cause their silver will buy less 
than formerly, but their capi- 
tal has been disastrously de- 
pleted because of the fact that 
it is stored in silver. The same 
sort of depletion of wealth 
also occurred in India, affect- 
ing 360,000,000 people, al- 
though that country was on a gold exchange standard. 
Moreover, the defection of India from silver to the gold 
standard was a powerful factor in depreciating silver. 
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Consequences of Surfeit of Gold in the U. S. 


The volume of gold which has poured into the United 
States in recent years has unquestionably been a powerful 
factor in causing the depression here as well as elsewhere. 
Being greatly in excess of the requirements of even boom- 
ing business, it caused deflection of bank and corporate 
funds into reckless securities speculation. As the specula- 
tive boom went on it drew still more money here from 
abroad. Thus some foreign countries lost gold they could 
ill spare, and at the same time speculation dried up the 
sources of foreign loans and caused us to neglect the nor 
mal loaning function of a creditor nation, so that there 
was no movement of gold or gold credit outward. 

Internally, the bidding of the stock market for funds 
diverted them from business. Corporations found it more 
profitable to lend their surpluses than to push business, 
whether directly, or indirectly through the banks. After 
the world-wide depression set in, with its train of disasters 
and dislocations due to the unequal distribution of gold, 
eligible foreign borrowers became scarce, and the depression 
in the United States made banks and investors cautious 
regarding domestic commitments. Now, the borrower who 
plans a new enterprise, which would employ labor and 
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capital, cannot get the capital. The lack of enterprise cuts 
off the conversion of static into dynamic capital, results in 
lessened demand and gives another shove downward to 
prices. Profits of existing enterprises are thereby curtailed 
and the would-be borrower losses interest in tackling a new 
enterprise in the face of little prospect for profits. A vicious 
circle exists throughout the world; lack of credit chokes en- 
terprise and a lack of business enterprise smothers lending. 

The United States, for all its gold, is little better off, 
except as to solvency, than the nations that lack gold. We 
and France have it and do not use the credit it offers; 
other nations lack it and therefore have no credit available 
either at home or abroad. Many of the commodity sur- 
pluses which are so disturbing are really the obverse of 
underconsumption, which has arisen insofar as it is not 
psychological mainly because the world’s gold-credit system 
is not functioning and the mechanism of trade is impaired. 


Is Silver Remonetization Necessary? 


Inasmuch as the gold-credit machine failure is not due 
to lack of gold in the world as a whole, it may seem foolish 
to discuss the revival of silver as a standard money. It 
would seem that until the vicious circle described above is 
broken silver would flow in the same abnormal way that 
gold does if it were international standard money. There 
is the possibility, though, that the restoration of silver 
might break up the vicious circle. If silver were raised in 
value by monetization the purchasing power of India and 
China, having about half the population of the world and 
hoarded silver estimated at anywhere from five to ten bil- 
lion dollars, would be immediately and enormously in- 
creased. The silver producing 
nations would be similarly af- 
fected. This inrush of new 
buying might operate to re- 
store confidence, to encourage 
entrepreneurs to resume. ac- 
tivity, to loosen the purse- 
strings of banks and investors, 
to revive credit, open the gates 
of long-time loans, and result 
in a redistribution of gold. 

Before it could come under 
the influence of the currents 
of the vicious circle that now 
sterilizes the world’s gold, it 
would have an opportunity to 
build up the monetary re- 
serves of many nations—and 
doing that, it might break 
the circle. In a minor but 
still important way, silver min- 
ing and all mining which pro- 
duces silver as a by-product 
would be made profitable or 
at least less unprofitable than 
now. 

As to the future, if, as 
seems certain, there is likely to 
be a shortage of gold at some 
time, no matter how much it 
may be economized, as a basis 
of credit and currency, this 
time of depression might be 
an opportune time to return 
to bimetallism. If silver were 
remonetized or otherwise made 
available for such purpose the 
reserves of central banks and 
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If the Credit Systems of the World Were Properly 
Co-ordinated Expensive Shipments of the Actual 
Metal Would Be Greatly Reduced 


of governments could be so increased that the recurrence 
of such a disturbing maldistribution of monetary metal as 
we now have would be unlikely if not impossible. The 
flow of money from many nations to a few nations at 
present may be compared to a run on a bank. 

The cordiality and alacrity with which an impregnable 
bank tosses cash over the counter to alarmed depositors 
operates to check the run. When the depositor finds he 
can get his money he inclines to leave it or bring it back. 
When the money-absorbing nations find it easy to get it 
they will not press for it and will soon be trying to push 
money out. 

A return to bimetallism by all nations would Have noth- 
ing in common with the free-silver craze of former times, 
when it was proposed that the United States should alone 
and single-handed remonetize silver at ifs own 16 to 1 
ratio to gold. As a matter of fact, the nations of the world 
could easily carry on with a single silver standard if all 
or most of them adopted it. The danger of excessive in- 
flation from adding to the monetary reserves of the world 
could be avoided by the determination of the ratio of gold 
to silver and in other ways. 

Whether bimetallism is desirable or not, it is not now 
necessary to return to it anywhere; or for nations lacking 
gold at present to seek some other measure and medium 
of exchange, such as an index dollar, if some way can be 
found to manage the present gold supply so that the gold- 
credit system will function up to its potentialities. If it 
does not function we may expect the passing of gold as 
the sole international monetary standard and medium of 
exchange. At this very moment they are talking in Eng- 
land of abandoning the gold standard, with its admitted 
international trade advantages 
and replacing it with a do-. 
mestic system which would be 
perpetually adjusting itself to 
exchange with the currencies 
of other countries. During 
the war virtually all nations 
except the United States 
abandoned the gold standard 
in practice, although not in 
principle, and the fluctuations 
of exchange were often great. 
Nevertheless, international 
business carried on and even 
went into a great boom. 

Just what would happen to 
the value of the gold hoards 
of the United States and 
France if gold were demon- 
etized by other nations is too 
horrific to contemplate. 

In modern times money is 
really only an evidence of 
title to wealth. Under the 
gold standard the most con- 
centrated form of wealth that 
can be obtained by it is gold. 
Gold is thus the basis of 
money. Bank credit rests 
upon money, and so upon 
gold. In the United States for 
example the Federal Reserve 
Banks must keep gold reserves 
to the extent of 40 per cent of 
their bank notes. In practice 
at present these gold reserves 
are actually about 80 per cent. 

(Please turn to page 676) 
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Can Wages 
They Should Be 


Says 


Joun C. Cresswiti 


O say that wages should not be reduced is not to say 
that they will not be reduced. Under the present 
deplorable conditions of falling prices and shrinking 

markets many, if not most, employers are powerless to 
maintain wage rates. The business executive who is con- 
fronted by the indisputable fact, after he has cut to the 
bone every other factor in the cost of production, that he 
must close down or reduce wages will rightly choose the 
latter course. And yet he may maintain, without incon- 
sistency, that general wage reduction is a mass blunder. 
He is the victim of conditions over which he has no con- 
trol. Moreover, when he is confronted by the dilemma of 
reducing wages or shutting down, the former is also the 
wiser course from the standpoint of social welfare. Ob- 
viously, it is better for men to be earning something than 
nothing. 

As a matter of fact there has been already an almost 
universal reduction of wage and salary pay—and business 
has become steadily worse. In some cases the rate has 
been reduced, in others, the working time; in many in- 
stances both the rate and the time have been reduced. 

The crux of the present controversy about wages turns 
entirely on the rate. Further economies in respect to labor 
can be made only in that direction. Organized labor has 
submitted to much doubling up of work, to the discharge 
of men, to the reduction of the time-units to which the 
wage scale applies, and it has even winked at subterfuges 
for the effective reduction of the rate while leaving the 
contractual rate undisturbed. But it is standing firm for 
the maintenance of nominal rates. In doing so it is not 
fighting for the shadow and losing the substance. It is 


It is no answer to say that in view of the reduction of 
the cost of living a wage reduction will not result in a re- 
duction of real wages. Once the wage rate has been re- 
duced it is slow to come back and the worker is faced with 
a long period of low wages and increasing prices; and busi- 
ness is general with underconsumption. Morecver, the 
wage rates that prevailed from 1923 to 1929 were not 
generally excessive. It is now well known that manufactur- 
ing labor did not get its fair share of the savings resulting 
from its increased productivity through machinery. It is also 
well understood now that wages represent consumption. 
Consumption is the problem of the day, and the mainte- 
nance of prosperity is entirely dependent upon the circular 
flow of capital into production and back through consump- 
tion. We cannot afford to step back into the stupid medi- 
evalism that is blind to the direct relation between con- 
sumed production and high wages. In fighting for the 
retention of wage rates labor is fighting for prosperity now, 
and more hereafter. 

But assuming that, although the world has the credit ma- 
chinery through which this whole present snarl and tangle 
could be straightened out, the blind forces of destruction 
are to be allowed to go on until there is nothing but ruins 
from which to arise, wages should be the last factor to 
reduce. Dividends are much less important in the present 
crisis than wage income. Not until after dividends are 
omitted and reserves are encroached upon should wages 
be reduced. 

Reducing wages now means reduced business, more un- 
employment, and a prolongation of depression. It will 
result in a reduction in the buying power of thousands 
of individuals and families. How then 
can it be characterized as other than a 





community as a whole. 
A general reduction in wage rates 

would further reduce the already im- | 
paired purchasing power of the nation, 
resulting in a decreased consumption 
and, so, in decreased production. Such 
a wage reduction would therefore be a 
universal reduction of the volume of 
business, resulting, of course, in an in- 
crease in the already appalling volume 
of unemployment. This would further 
result in lower prices for goods, and 
then, in vicious succession, still another 
wage reduction in the hopeless effort to 
make profits in the face of daily falling 
prices. The net vesult would be a fur- 
ther step in the fallacious course of 
liquidation of the present situation to 
the point of business paralysis before 
starting to rebuild. 
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fully justified in its course, not only from 

the standpoint of selfish interest of its 

members, but from the standpoint of the | 
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course of surrender and despair? Noth: 
ing justifies it except. the survival of each 
individual business concern that is 
faced with the problem of keeping 
afloat. To reduce wages as a general 
economic method of equalizing costs 
with a view to gaining a sort of basic 
equality between the various factors and 
groups of production is as absurd a thing 
as could be imagined, when the su 
preme need of business is a higher level 
of prices and volume. Certainly if 
it were possible to raise wages all along 
the line that is the course the times 
demand. 

Nobody would vote for a further 
reduction of consumption, but that 
is precisely what a general reduction 
of wages means. It is comparable to 
stopping the pumps when he ship is 
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Be Maintained? 


What of Economics? 
Asks 


CuHaries BENEDICT 


Wee a major business depression makes its in- 


exorable demands for general deflation, is it rea- 

sonable to expect that wage scales alone can escape 
adjustment? If security prices are reappraised on the basis 
of present earning power and investment yield, and in- 
terest rates are brought down from absurd heights to the 
lowest levels in recent history, if real estate, and even 
rents, show evidence of drastic adjustment, and the prices 
of the necessities of life return to pre-war levels, is it not 
logical that wages should gradually conform to these new 
values? 

We are facing that inevitable readjustment today. In 
fact, it is already under way. Farm labor has been drasti- 
cally reduced in its rate of pay, and for a year or more 
salary reductions have been prevalent among office workers 
of all types. Non-union trades are reducing their scales 
while a generally lower level in so large and so basic an 
industry as steel seems imminent as this is written. 

Keen competition in both wholesale and retail lines in 
the scramble for available business, and falling prices in 
both raw materials and finished products in the face of sub- 
normal demand has naturally necessitated not only a new 
and higher efficiency, but the greatest general economy 
in all operations, in order that costs be reduced to a mini- 
mum. Meanwhile a growing army of unemployed has 
marched on every factory gate to offer its brain or brawn 
at almost any figure. Is it any wonder that in such a 
combination of circumstances wages have been lowered 
or that the process may of necessity have still further 
to go? 

If it has, the next step must involve organized labor 
which so far has brooked no lowering of 


opprobrium of advocating reductions, but privately there 
are very few who do not concede the necessity and urgency 
of uniform deflation in which of course labor must play 
its part. 

The Government, however, still apparently holds to its 
doctrine of inviolable wage scales. In all of its work the 
policy has been established that contractors must pay the 
prevailing rate for each class of labor. The Secretary of 
Labor has interpreted the prevailing rate as the union rate 
so that the big volume of all Federal construction in the 
city of Washington, on Boulder Dam and elsewhere is on 
the basis of boom time pay. The effect is to stifle rather 
than stimulate the initiative of private enterprise which 
naturally shrinks from new undertakings under the handi- 
cap of excessive labor costs. 

It is questionable how long union labor can, or even 
would wish, to hold out against economic necessity. Al- 
ready some unions have experienced a large defection from 
their ranks; while it is common observation that union mem- 
bers are accepting work, particularly where it is of a 
temporary nature at less than the union scale. More- 
over, it would seem that the continuance of depression and 
consistently lower prices must convince unionism of the 
wisdom of conforming to the level of other classes of labor 
whose adjustment has already made great headway. 

A lowering of wages, particularly if it is effected equably 
and on a national scale will not work great hardship. It 
must not be forgotten that the dollar of today is consider- 
ably more potent than the dollar of two years ago. The cost 
of living has come down 15% in that time, meanwhile 
union wages have on the average declined scarcely 1%. 

Furthermore, the effect of lower wages 
would in the main be favorable to gen- 





its wage standard. In this the unions 
have been strengthened by the policy of 
the Administration at Washington, an- 
nounced late in 1929, under which all 
executives were urged to maintain the 
same rates of pay which obtained in 
years of prosperity. There was, how- 
ever, more to defend that policy then, 
than now. With the prospect of a short 
lived depression it might have been very 
disadvantageous for labor to sacrifice its 
hard won standards if they were soon to 
be justified once more. When, how- 
ever, a depression extends itself over two 
years and the prices of basic commodi- 
ties are forced down to pre-war levels or 
lower, it becomes apparent that labor 
must make its adjustment as capital has 
been forced to do. 

Business leaders have recently been 
very reticent on the wage question. For 
obvious reasons, no one invites the 
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eral business. There is little doubt that 
a lower rate of pay would result in more 
employment. More operations now held 
in check by wage costs would find it 
profitable to get under way. And in- 
creased employment even at a low wage 
means a broader distribution of purchas- 
ing power. This is precisely what busi- 
ness needs today, an increased number 
of purchasing units or families. Expe- 
rience has demonstrated the stultifying 
effect of concentrating buying power in 
the hands of a relative few. 

Obviously, the more people at work 
the greater the number of active pur- 
chasing units. Consequently more dol- 
lars are thrown into circulation which 
means increased vitality in trade and in- 
dustry. In other words, at this time 
lower wages and more employment are 

(Please turn to page 684) 
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Things To 


Railroad Enterprise 


No industry has suffered more acutely from the business 
depression than the railroads. With freight volume dwin- 
dling and competition of bus and truck in the ascendency, 
profitable operations have been difficult. Yet instances are 
numerous which betoken a dauntless courage in manage- 
ment which has risen to the challenge of adversity. Three 
years ago the peak of efficiency in operating had appar- 
ently been reached yet the president of one of the greatest 
Southwesterns recently remarked that economies and new 
efficiency that had never been dreamed of before were be- 
ing put into operation. In fuel economy the Southern 
Pacific is reported to have saved more than 11 million dol- 
lars with Atchison not far behind. Yet with all the urge 
for economy the roads have not been afraid to spend money 
for improvements that might result in further saving or 
secure additional revenue through increased business. Air 
cooled passenger cars for hot weather travel have been in- 
augurated and new trains for speed and comfortable traffic 
have been added. Freight movements have been expedited. 
The Pennsylvania has recently ordered 150 new electric 
locomotives equipped with Timken roller bearings which 
increase speed, and save on power. The collaboration of 
American Locomotive, Superheater Corporation and the 
Canadian Pacific has resulted in the new mammoth of 
motive power pictured on these pages—a 400-ton locomo- 
tive which marks a still further advance in fuel economy. 
Originally designed to pull a freight load of 6,000 tons, 
in actual practice it moved 7,691 tons or about three nor- 
mal freight trains with a fuel economy of 30 per cent over 
other engines. A similar locomotive is under construction 
for the New York Central. 

It is encouraging to note that the carriers have not lost 
their spirit of enterprise. They are combating depression, 
not bowing before it, and in so doing they are laying the 
foundation for the day when they will be not simply rail- 
roads but great transportation companies doing business in 
carrying passengers and freight on steel, air, or rubber. 


Selling Good Will 


On almost every corporate balance sheet will be found 
the item “good will,” an intangible asset which may be 
valued anywhere from the nominal sum of $1 to many 
millions of doliars. Since there is no way of determining 
the actual value of good will, the practice of most conserva- 
tive managements is to write it down to a nominal figure, 
although the process of acquiring it often requires the ex- 
penditure of millions in advertising over a period of years. 
Some trade names, Coca-Cola, for example, are unques- 
tionably worth more than the owning company’s physical 
assets. There have been many instances of good will being 
accorded a definite value in negotiating terms of mergers 
but separate sale of such an asset is a decided novelty. 
Such a deal is now proposed by the Sun-Maid Raisin 
Growers’ Association of California as 2 means of meeting 
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its obligations to banks. 
Approximately $5,- 
500,000 is still due to 
banks which advanced 
money in conjunction 
with the Federal Farm 
Board to the associa- 
tion. It is payable over 
a period of twenty 
years and at present 
the sum of $260,000 
is due in amortization 
charges. Lacking ready 
cash, the association 
suggests that the banks 
take its trade name, 
“Sun-Maid,” and li-. 
cense it to others for 
exploitation of any 
product, with the ex- 
ception of raisins. Rev- 
enues thus received are 
to be applied by the 
banks to losses incurred 
in writing off the as- 
sociation’s obligations. 
Whether the banks 
can find a market for 
the name under these conditions remains to be seen. 





Courtesy, Canadian Pacific 





A New Trend in Trusts 


Public interest in investment trusts of the management 
type, at fever heat in 1929, has sadly waned. Current 
developments in this field of finance have nothing to do 
with raising capital, which is out of the question. The 
effort now is essentially one of salvage, designed to make 
the best of some of the mistakes made in the orgy to trust 
financing during the late lamented boom. There have been 
various mergers, effecting economies of operation through 
concentration of management and statistical facilities. 
There have been other mergers in which larger interests 
simply took advantage of bargain opportunities passed up 
by an over-pessimistic public. Along this line, one invest 
ment trust has recently absorbed nearly a dozen others 
through quiet acquisition of control of voting stock. Ap: 
parently its plan is to continue making such acquisitions 
as long as the present opportunity exists—an opportunity 
offered by the fact that, largely because of a change of 
public taste, many investment trust stocks can be bought 
at prices well under the liquidating value of the under- 
lying portfolio. In acquiring control of such cash as an 
investment trust holds and by liquidating as much of the 
other assets as are readily saleable, the buying company 
provides itself with the means of buying control of addi- 
tional trusts. As long as stockholders of trusts are willing 
to sell control at prices under liquidating value, there 
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would seem to be no definite limit to the possible pyra- 
miding of control of trust resources. 


What Next in Automobiles? 


Struggling against an ever clearer saturation point in 
new customer demand, the automobile industry is striving 
frantically to stimulate the jaded appetite of the motoring 
public by offering more and more value per dollar of cost. 
One is forced to wonder whether this competitive strategy 
may not also be closely approaching a saturation point. 
The attractions of four-wheel brakes, balloon tires and 
free-wheeling have been exploited in turn. At present we 
hear much of “silence engineering”—the design of motor, 
transmission and body for the elimination of vibration, 
rattle and squeak. In addition there is a revival of auto- 
matic starting, by which one is saved even the minor 
trouble of pressing a foot pedal. Introduction of the latest 
Plymouth has concentrated attention upon a variety of 
radically new engine mountings in the low-price field. One 
company, apparently in tacit admission that it can think of 
no important improvements in its product, has fallen back 
upon the appeal of riotous body colors. The American 
automobile of today unquestionably offers the greatest 
transportation values in the history of the industry, yet 
new models galore already are planned. There are to be 
one or two new bids for the low-price trade. What the 
innovation will be, no one knows but when one contem- 
plates the standardized, modernized car of today it is diffi- 
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Short of the adoption 


cult to believe they can be vital. 
of the Diesel engine, there is a limit to minor refinements 
which carry sales conviction. There is also a limit beyond 
which no amount of manufacturing genius can stretch the 
dollar unless inherent values are to be lowered. 


“Yes, Boss!” 


Among wage workers and “white collar” employees gen- 
erally the ancient practice of “yes-ing” the boss probably 
is more prevalent than ever before in the history of Amer- 
ican business. Jobs are scarce and the employee thinks 
twice before risking even minor offense. Unfortunately, 
“yes-ing” the boss can never contribute much to the virility 
and progress of any enterprise. Forthright criticism and 
suggestion would be of far greater value. Fortunately, 
depression has brought a drift away from “yes-ing” on the 
part of the higher executive subordinates, the great vice- 
president class. Their boss, the corporate president or 
chairman, has in most instances experienced a substantial 
deflation of ego. He is more amenable to suggestion. His 
associates are in less awe of him. Moreover, they are 
looking ahead and doing their own thinking, realizing that 
their jobs depend upon the future prosperity of the com- 
pany quite as much, if not more so, than upon the good 
will of the boss. In several large enterprises there have 
been recent instances of even near relations of “the boss” 
being let out. This is convincing proof to other employees 
that they are paid for work and not yes-ing. 
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Bonds— Now? 


Weighing the Problems of Bond Investment in: 


Rails — Industrials — 


Foreigns — Utilities 


By Francis C. FULLERTON 


$52,000,000,000 listed upon the New York Stock 

Exchange alone, the present and prospective trend 
of the investment market is of critical interest to all in- 
vestors and of vital importance in the country’s financial 
structure, now called upon to withstand the undermining 
assault of continued liquidation and deflation. 

There has never been a time when the investor 
more greatly needed dispassionate judgment and calm 
reasoning. There has 
never been a time when 


W's: bonds of an aggregate par value of nearly 


tion of bank holdings of bonds and the refusal of the banks 
to extend their bond commitments. 

Accordingly, present prices should be examined with 
calm deliberation. They are not necessarily a fair measure 
of normal values. There will be an eventual recovery and 
many investors will find that they have sold out at or near 
the bottom. Even in the case of speculative bonds which 
have lost a major part of their par value it is well 
to consider whether the real element of hazard may 

not have been sufficiently 
discounted, in order that 





it was more neces 
sary to exercise the ut- 
most discrimination. It is 
perhaps not necessary to 
say that the purchase of 
many high yield bonds at 
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useless loss may be 
avoided. 

In these parlous times a 
blow may be dealt at un- 
reasoning fear by the re- 
minder that the vast ma- 
jority of bonds held by 
the American investor are 
safe and sound. Thus, 
the par value of bonds 
listed on the Stock Ex: 
change on August 1 was 
$51,938,698,878 and their 
market value on that date 
was $48,375,745,828, a 
surprisingly small percent- 
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loss in holding them. 





But the other side of the 
picture is equally worthy 
of emphasis. Bonds to the value of many billions of dollars 
are being unnecessarily depressed by a public fear which 
at times approaches hysteria. This lack of confidence is 
the chief factor which forces the banks of the country to 
maintain an abnormal liquidity, which means both liquida- 


age of depreciation. The 
highest grade bonds show 
no significant weakness, although moderately below recent 
best quotations. The other leading groups are affected by 
varying influences and, either in further decline or recovery, 
will not move in unison. Separate discussion of them is 
necessary. 





Utmost Discrimination Necessary in 
Foreign Bond Investments 


which reflect something closely akin to panic on the 
part of investors. Defaults of principal and interest 
are increasing and no doubt will reach a record total before 
the financial wreckage of world-wide depression is cleared 
away. Much of this, of course, is ancient history and water 
over the dam. No tears are being wasted over the defaulted 
obligations of the old Russian Czarist Government, of 
China and of Mexico, although the total of these literally 
dwarfs newer defaults, both actual and potential. 
The old scars have ceased to smart. It is the new 
wounds—the harvest of the orgy of irresponsible foreign 
financing of the post-war era—which now hurt the Ameri- 


Pisin of many foreign bonds have declined to levels 
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can pocketbook. So far as our total foreign investment 
stake is concerned, the chief present sore spots are, in the 
order named, Latin-America, Central Europe and 
Australia. 

Bonds of Bolivia, of Peru, of Chile, of Brazil, of Argen 
tina, of Colombia, of Germany, of Hungary, of Australia, 
of Esthonia, of Finland and of Poland are quoted at 
fifteen to eighty cents on the dollar. The persistent weak: 
ness of these and other similar issues contribute to a distant 
softening of confidence in the entire foreign list. For the 
bonds most under pressure—bonds which this country 
eagerly lapped up at high prices only a few years ago—there 
is virtually no American demand. On the contrary, there is 
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an insistent liquidation, reflecting an urge to get out at 
any cost. 

Some financial houses, avid for profit, are not hesitating 
to capitalize this fear. Playing upon it, they are urging 
investors to swap their foreign bonds in a variety of 
schemes for domestic securities. In many instances the 
merit of the exchange is open to doubt. 

For anyone contemplating purchase of foreign bonds, it 
is certainly necessary to sound a plain warning that grave 
dangers exist and that the utmost discrimination is essential 
if serious loss of capital or interest or both is to be avoided. 
But for the thousands who have already invested in foreign 
bonds and now have heavy paper losses, it is worth pointing 
out that fear in many instances may have been overdone 
and that present prices may have discounted very nearly 
the worst. Salvaging part of a hopeless investment is one 
thing. Selling out on the bottom in issues where there 
is at least a reasonable possibility of partial recovery in 
coming years is something else. 

Deliberate repudiation of governmental obligations is 
rare. To nations as to individuals credit standing is of 
vital importance if progress is to continue and if new 
financing in the future is to be obtained. Ordinarily great 
sacrifices will be made to maintain credit integrity. As to 
most of the loans now 
under suspicion the real 


changed capacity to pay. The Bolivian external debt, for 
example, might be cut in half or to whatever level serious 
investigation reveals is justified by economic ability to pay. 
The revised debt, much better secured than the present 
one, might be placed on a 4 per cent basis. The remaining 
amount of the original debt might take the form of ad- 
justable bonds, which would have some speculative value. 
Such a scheme might easily make it possible to recoup at 
least 40 to 50 per cent of the original American invest- 
ment, which now commands only fifteen cents on the dollar 
in the open market. 

Accordingly, American investors might well bear in 
mind the probability of future adjustments along this line 
before taking the sacrifice involved in sale of foreign issues 
at current prices. In this connection it is worth noting 
that foreign investors have far more confidence in these 
dollar bonds than we have. It is estimated that in the past 
eighteen months foreign investors have bought $1,250,000,- 
000 of their countries’ bonds in our market at greatly 
depreciated prices. Possibly 25 per cent of the foreign 
bonds sold here in the past five years have been re-sold to 
foreigners. 

Aside from the absurdity of Americans buying foreign 
bonds at 90 to 100 and selling them back to the borrowing 

countries at fifty cents on 
the dollar or less, this de- 





point is not desire to pay 
but capacity to pay. 

It is now clear that 
many countries during the 
prosperous times of high 
commodity prices before 
the 1929 crash borrowed 
more than they are cur- 
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velopment would appear 
to have a pertinent bear- 
ing upon the future. A 
country whose nationals 
hold a substantial amount 
of its bonds has a very 
strong inducement to 
meet its obligations as far 
as possible. Thus, the 
repatriation of foreign 
bonds originally marketed 
here lessens the possi- 
bility of total loss, offer- 
ing a stronger incentive 
for payment, perhaps on a 
re-scaled total, than if all 
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petition for doubtful for- Be 





eign financing now ap- 

pears ridiculous. It is not 

90 long ago that thirty-six American firms struggled for the 
commissions to be made out of a loan to the City of 
Budapest. 

In the vast majority of these loans it is stipulated that 
interest and principal be paid in gold—yet we have the 
bulk of the world’s gold supply and the borrowers we now 
distrust have little or none. The only equivalent payment 
is in commodities. These not only are worth far less than 
when the loans were contracted but we impose effective 
tariff obstacles to their importation. 

In the situation now confronting us what usually hap- 
pens ultimately is a re-scaling of debts, with regard for 


of the debt were exter- 
nally owned. 

In short, without any intention of recommending for- 
eign bonds, it may be well to point out that excessive 
bearishness on prevailing quotations also has its dangers. 
The bonds now in default and those on which default is 
probable constitute only a small fraction of the world’s 
governmental debt. The foreign bonds in which Ameri- 
cans are most interested—and this includes the British 
issues, despite temporary financial crisis in London—are 
selling at or above par. 

Excluding Russia, governmental bonds in default are 
only approximately 1.3 per cent of the world’s total in- 
debtedness. Half a century ago the total was 7.50 per cent. 





Opportunities in Utility and Industrial Group 


trial and utility bond groups over the past year is likely 

to convey to the superficial observer the thought that 
the industrials are steadily losing in investment favor, while 
high prices in public utility bonds on the whole are result- 
ing in such low yields that attraction is lost for all save 
the ultra-conservative. Yet it is in these two groups that 
the investor finds his widest choice—in the public utilities 
for the greater safety with only little possibility of impor- 
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eee of the price and yield paths of the indus- 


tant price appreciation, and in the industrials for more 
substantial income coupled with greater possibilities of 
price improvement. 

The industrials are not surrounded by the same condi- 
tions as those that beset the rails or the foreign issues. Nor 
is the comparison of their price movements or yield fluctua- 
tions with those of the utilities or rails a genuine one. The 
rails and the utilities are, each, an industry in themselves— 
the industrial group is a composite of countless industries, 
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scarcely any two of them affected alike by all the factors 
that enter into their business situation. The merits of one 
are offset by the demerits of another, and so long as the 
expansion of the one is countered by the contraction of the 
other the averages will remain unchanged. It is for this 
reason that study of the trend of price or yield averages 
of the industrials as a whole cannot be expected to provide 
more than a sidelight on current views of investors regard- 
ing the general business prospect. It cannot indicate the 
currents and cross-currents; nor the shoals and deeps. And 
without this knowledge 

the investor is just as help- 


as the swing the other way—registered at the peak of 1929, 
and too much, according to the old saying, is just as bad as 
too little. Too much insistence upon safety and protection 
deflected attention from the industrial group. Institutional 
buying of prime issues, mainly government and municipals, 
bolstered the prices of these issues to the point where the 
yields were no longer attractive and attention then turned 
to the utilities, particularly to the utility holding companies 
whose earning powers appeared well protected. Then came 
an abrupt turn in sentiment, inducing liquidation of the 

utilities a year ago—a sell- 

ing movement based on 





less as before when it 
comes to laying out a 
course. 

Industrial bonds held at 
a high price level during 
the latter part of 1927 
and well into 1928. Their 
downward price course 
since then has been irreg- 
ular, but in the 1930 rally 
they regained practically 
all of the ground lost in 
the preceding 15 months, ea res 
which means that a year ; 
ago the industrials were 
in better repute than they 
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an unwarranted fear that 
utility earnings might be 
reduced to a point that 
would threaten interest on 
the junior bond issues. It 
was natural that this sell- 
ing should have dislodged 
many of the newly-estab- 
lished investment portfo- 
lios, for the advance had 
carried utility bonds to 
practically the 1928 ree 
ord. But that a genuine 
investment demand ex 
isted was indicated by the 
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had been for several 
months prior to the 1929 
market break. and were only 4 or 5 points on the average 
below the 1927-1928 top prices. The setback of the past 


year, however, has carried them off almost 15 per cent 
further. 

Many reasons contributed to the selling pressure so 
persistently exerted against the issues in this investment 
division, and not all of them reflect on the securities them- 


selves. Timid investors, discouraged by the business out- 
look as they saw it, sold their bonds indiscriminately. In- 
dividuals and corporations were forced to dispose of invest- 
ment holdings in order to raise working capital. Life in- 
surance companies, whose policy-holders were forced to 
borrow on their policies found it necessary to sacrifice bond 
holdings in order to meet these demands. Liquidation of 
the assets of corporations and institutions which were un- 
able to keep going added to the selling. Institutions and 
private investors, foreseeing a continuation of liquidation 
of this origin naturally refrained from making purchases, 
and the selling found a market with no natural support. 

Always, in good times and in bad times, indiscriminate 
buying is fraught with grave danger. In times such as the 
present the necessity for highly selective investment is em- 
phasized. Certain lines of industry have practically com- 
pleted their adjustment to today’s conditions and to the 
outlook for tomorrow, so far as that is determinable. The 
food industry, merchandising and certain of the specialties, 
for example, appear to have pretty well turned the corner 
and soon may be recording the persistency of their prog- 
ress. The copper and petroleum industries, on the other 
hand, give no indication of having come within sight of the 
turning point. Broadly speaking it is good policy to steer 
clear of bonds issued by corporations operating in depressed 
industries and to follow those companies whose recent 
record attests their earning power even in the face of 
adverse conditions. 

Not the least of the influences that have depressed the 
industrial list has been the excessive caution of investors, 
engendered by the economic readjustment that set in ap- 
proximately two years ago. It may well be that the pen- 
dulum already has swung as far in the direction of caution 





snapped back—not only 
regaining the 1930 price 
peak, but piercing into new territory just above the 1928 
top. 

With utilities again in peak-price and low-yield territory 
a slowing of the switching from other less-attractive groups 
is observable. In view of the improved tone slowly mani- 
festing itself in the affairs of the strongest companies in 
several industries their senior obligations may be expected 
to receive the consideration they really deserve. This ap- 
plies not only to mortgage bonds but debentures, because 
they are a prior lien on earnings, appear interesting, par’ 
ticularly where the amount outstanding is relatively small 
and the interest requirements have been earned many times 
over. Some of the best industrial debentures are carried 
currently in the Bond Buyers’ Guide which appears in 
each issue and which, incidentally, lists a group of utility 
bonds that are generally selling on a more favorable yield 
basis than the average of their group. They offer promise 
of at least modest appreciation, though suggested mainly 
as vehicles for investment to maturity. Second grade bonds 
also present some interesting possibilities for price appre 
ciation as well as substantial income. The second grade 
group of industrials has suffered severely in the price de’ 
pression and a number of them are selling at levels which 
offer much higher yield than one would reasonably expect 
—in some instances yielding better than the preferred 
stocks of the same issuing corporation. 

The investor should not accept at its apparent value the 
number of times the interest on any obligation has been 
earned. Sometimes the calculation is deceptive. There is, 
for instance, the only bond General Electric has outstand 
ing, a 3!% due in 1942. Last year the interest was earned 
193 times—and 157 the year before. But the total out 
standing is only $2,000,000, and $70,000 pays the interest 
once. Corn Products Refining contributes another to this 
group in the first 5s of 1934, the interest on which was 
earned 137 times last year. Procter & Gamble earned the 
interest last year 47 times on its 4s of 1947. These un’ 
usual descriptions are cited only as illustrating that more 
than one essential factor must be taken into consideration 
in selecting an investment medium. Considering the sm 
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outstanding amount of each of these issues and the magni- 
tude of the earnings institutions back of them, it is obvious 
that the “times earned” factor is not a controlling one in 
weighing the investment merits of these three gilt-edged 
gcurities. On the other hand, “times earned” may be a 


very important consideration where an issue is large. 
Careful weighing of all factors bearing on business and 
investment conditions leads to the conclusion that this is 


the time to buy a number of the public utility bonds for 
safety and conservative yield, and a carefully selected list 
of industrials for income and price appreciation. The 
current neglect of the industrials and the momentary 
pause in the demand for the utilities creates the oppor- 
tunity for the acquisition of a modest and balanced invest- 
ment portfolio made up of the best protected issues in each 
of these two groups. 





Railroad Bonds Meet Critical Test 


bonds, the relatively sharp declines in them and the 

slump in second- and third-grade issues, have caused 
constant discussion in investment circles for weeks. The 
action of railroad bonds has had a pronounced influence, 
not only upon other departments of the bond market, but 
also upon the stock market. It has been argued in specu- 
lative circles, “Why buy railroad stocks if the banks are 
glling railroad bonds?” 

Yet this is not the time for hysteria over the position of 
the best railroad bonds, even if the banks are reducing their 
holdings of them. Although it is not certain that such 
bonds have reached bottom, practically all of them yield 
a good return on recent market quotations. For the in- 
vestor their position invites careful study but demands rigid 
discrimination. 

It must be conceded that there have been good reasons 
fot the selling of some railroad bonds. Earnings for the 
first six months of this year, even of some of the largest 
and strongest railroad systems, have been far from -satis- 
factory. For instance, New York Central shows net in- 
come for that period of less than $5,000,000 over fixed 
charges. Dividend obligations at the present $6 annual 
rate, for that period, were $15,000,000. The company’s 
earnings have not improved materially since. Southern 
Pacific showed a surplus over fixed charges for the first 
ix months of this year of only between $2,000,000 and 
$3,000,000. Both Mis- 
souri- Kansas - Texas and 


T's steady selling, even of the highest grade railroad 





The losses so far this year in other standard issues have 
been proportionately as large. It has been generally agreed 
in investment circles for years that there were no better 
railroad bonds than Atchison General 4s, Northern Pacific 
Prior Lien 4s and Union Pacific 1st 4s, still the first of these 
three issues sold recently nearly 4 points below the high 
of this year, while in the second there was a decline of 
8 points and in the last named issue of about 5 points. 

All three of these roads are still paying the same rate 
of dividend on their stock that they have for some years 
back. All three of them have been and still are in a par- 
ticularly strong treasury position. Union Pacific has suf- 
fered some losses on its dividend income from Illinois 
Central, New York Central and Baltimore & Ohio and 
may experience still further losses from these sources before 
the end of this year. In spite of that fact its treasury 
position will be strong. Northern Pacific and its wholly 
owned subsidiary, the Northwestern Improvement Co., 
have sufficient cash and treasury bonds to continue the $5 
dividend rate on the stock throughout this year, even if 
nothing is earned on that issue. Northern Pacific has 
only $5,000,000 of maturities in the next 66 years. The 
treasury position and earning power of Atchison are well 
known. It will be financially able to continue its $10 
dividend on the common stock in 1930 although it may 
not be fully earned, but whether the dividend will be main- 
tained at that rate cannot be foretold. 

It is only bonds of 
such companies that 








St. LouisSan Francisco 
railways reported for the 
frst six months of the 
current year a deficit, 
after fixed charges, of con- 
siderably more than $1,- 
000,000 each. 

Such figures as these 
naturally make investors 
apprehensive as to whether 
companies and _ systems 
with considerably less 
eaming power will be 
able to cover their fixed 
charges for 1930 as a 
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should be carefully con- 
sidered for purchase by 
small investors until rail- 
road earnings show dis- 
tinct signs of improve- 
ment. In view of the 
fact that not a few rail- 
roads failed by a_ sub- 
stantial amount to earn 
their fixed charges for the 
first half of this year, it 
is not surprising that the 
bonds of those roads and 
others with still poorer 
earnings, should have 
slumped seriously. These 


1930 1931 


® STANDARD STATISTICS 











whole. There would 








seem to be no reason, how- 
ever, for apprehension in 

is respect with regard to either New York Central or 
Southern Pacific and likewise no apprehension regarding 
the soundness of their respective bond issues. 

The records show, however, considerable selling of all 
the bond issues of these two svstems. In the case of New 
York Central refunding 5s, for instance, the selling has 
been sufiicient to carry those bonds down 10 points from 
the high of this year, Central Pacific 5s, guaranteed by 
Southern Pacific. are 9 points or more below the high 
quotation for 1930. 


for SEPTEMBER 5, 1931 


losses have ranged all the 
way from 7 or 8 points to 
more than 30 points. Whether losses as great as these 
were justified by actual earnings and the outlook is another 
question. Recently there have been moderate rallies. 
Railroad earnings for July were disappointing. The 
roads that have reported for that month up to this writing 
showed a combined decrease in net operating income of 
31.1% from the corresponding month of last year. Com- 
bined gross earnings were off 17.3%. It is expected that 
August earnings, both gross and net, will not be materially 
(Please turn to page 680) 
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Nickel Plate Faces Slow Recovery |*: 


Recent Dividend Action Affects Alleghany Bonds 


and common dividends of the 

New York, Chicago & St. Louis 
Railroad Co. (“Nickel Plate”), on 
July 30, called attention afresh to 
the continued large decreases in rail- 
road earnings and especially to the 
severe shrinkage in the earnings of 
that company for the past 18 months, 
as well as to the corresponding slump 
in the market prices for its shares. 

O. P. and M. J. Van Sweringen, 
in announcing that the directors had 
decided to omit the quarterly dividend 
of $1.50 a share on each class of stock, 
said that the action was taken because 
of “continued subnormal operating in- 
come.” Just a few figures give an idea 
of the extent of the shrinkages in earn- 
ings and the declines in quotations 
since 1929. 

For that year “Nickel Plate” had 
gross earnings of $56,- 


P'er = of both the preferred 


By Pierce H. Futton 


months of this year. gross earnings 
were off $5,000,000 more from the cor- 
responding period of 1930, but net in- 
come was better, as it was $1,038,584, 
or $2.88 a share on the preferred 
against $646,714, or $1.79 a share for 
the first half of 1930. 

The statement for July was con- 
siderably less favorable, as it disclosed 
a decrease in net operating income of 
$147,616 and a net loss after fixed 
charges of $121,228 compared with net 
income for the corresponding period of 
1930 of $35,171. For the seven 
months taken as a whole, however, 
there was still an increase in net in- 
come of $235,870 over the previous 
year. There was an equivalent of 
$2.54 a common share against $1.89 
the previous year. 

Following the announcement of 
passing both the preferred and com* 











385,456 and net oper- 
ating income of $10,- 
471,999. Net income 
was equal to $15.51 a 
share on the common. 
That issue sold as high 
as 1923%. 

In 1930 gross earn- 
ings dropped $9,852,- 
270 and net operating 
income $4,823,245 
from the previous year. 
Net income was equal 
to $6.61 a common 
share, or about $9 a 
share less than for 
1929. The common 
was down to 73 and 
the preferred to 75, 
119% and 35 points 
respectively from the 
high levels of the pre- 
vious year. 


For the 
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mon dividends at the end of July, the § * 
former issue dropped to 25, down § 24 
1673% points from the high of 1929. § ‘het 
In August of this year the preferred § '& 
touched 30), off 7914 points from the § 2 
top notch of 1929. The 6% bonds § Plat 
of *32 sold as high as 101% anda § *_‘ 
low as 75)4, this year. The 5!4 A’s of T 
°34 dropped from 107 to 5714. Re § till 
cently both issues have been several § ?.™ 
points above those low levels. whic 
But these figures do not tell the § 
whole story with respect to the slump § ™ 
in “Nickel Plate” earnings from op § _N# 
eration. The Van Sweringens re- for t 
ferred to “continued subnormal op — “| 
erating income.” That item does not § * ™ 
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Now that we have in mind what has 
happened to “Nickel Plate” earnings 
and market values since the high levels 
in each instances that were reached in 
1929, it will be well to recall, in a 
word, what the “Nickel Plate” rail- 
road is and how control was acquired 
and is owned, before taking up the 
chief function of the company and its 
securities today. Both are radically 
diferent from what was called for in 
the original ““Nickel Plate” merger 
plan of the Van Sweringens. 

In it, the “Nickel Plate” the first 
important steam railroad purchased by 
those brothers, was to be the 


sensational career as railroad owners, 
consolidators and operators. 

Their original dreams and plans for 
the “Nickel Plate” as the central com- 
pany in a great trans-continental rail- 
road system, have not been realized and 
are not likely to be. It has fallen 
mightily from that high position and 
has become a passenger, as it were, so 
far as its common stock is concerned, 
among the shares of the many railroads, 
control of which has been acquired by 
these ambitious young men from Cleve- 
land. It is serving only as collateral for 
bonds issued by one of the numerous 


The “Nickel Plate” railroad of to- 
day, the property with which we are 
dealing primarily in this article, op- 
erates about 1,700 miles of railroad. Its 
line from Buffalo to Chicago consti- 
tutes the main stem of the Van 
Sweringen system between those points 
and likewise of the virtual trans-con- 
tinental system which it has set. up 
through effecting connections between 
closely affiliated companies that it con- 
trols from coast to coast. 

The term “Nickel Plate” is said to 
have had as its origin in the earlier 
history of the company when it was 

claimed that the physical con- 





dition of the property was 





king pin company, as well as 
to give them a line from Buffalo 
to Chicago. “Nickel Plate” 
was to offer its securities in ex- 
change for those of the other 
companies, Erie, C. & O., Pere 
Marquette and some smaller 
ones, control of which they had 
acquired. The I. C. C. dashed 
their hopes in this respect by 
rejecting the plan in no uncer- 
tain terms. A second “Nickel 
Plate” plan was worked out but 
it “died aborning.” 

Then the Van Sweringens, 
still determined to bring about 
a merger of the properties in 
which they had a controlling in- 
terest, realized that they must 
turn from their first love, the 
“Nickel Plate,” as a medium 
for that purpose. They selected 
the C. & O., that had become 
a much stronger company in 
most respects than the “Nickel 
Plate.” It was proposed that 
the C. & O. take over the latter, 
Erie and Pere Marquette. 

The Cleveland brothers suc- 
ceeded in securing I. C. C. ap- 
proval in the case of Pere Mar- 
quette but not for the Erie, 
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raised to such a high standard 
that the rails in the track were 
treated with a coat of nickel 
plating. Of course this was 
only fiction but however high 
the standard may have been in 
those days, as already indicated, 
it was not maintained under 
Vanderbilt control and opera- 
tion. The Van Sweringen, 
after they obtained control, 
spent many millions of dollars 
on the road bed and physical 
property generally, bringing it 
to a standard that compared 
very well with that of the 
best railroads in the Central 
West. 

In 1928 and 1929, particu- 
larly the latter year, when the 
volume of traffic was large for 
all the railroads of this country, 
“Nickel Plate” had its full 
share and earned $15.51 for its 
common stock. This com- 
pany depends upon the auto- 
motive industry for a sub 
stantial part of its traffic. The 
following figures show the ex- 
tent to which its traffic was ad- 
versely affected by the slump in 
that industry in 1930 compared 











although the latter road has 
been controlled and run by 
them in the meantime. Only a 
few weeks ago the executive 
headquarters were moved to 
Cleveland after having been in New 
York for 100 years. The executive head- 
quarters of practically all of the other 
railroads that the Van Sweringens con- 
trol likewise are located at Cleveland. 

The present company, the New 
York, Chicago & St. Louis Railroad 

. represents a consolidation, ‘in 1923, 
of the former railroad of practically 
the same name, Lake Erie & Western, 
Toledo, St. Louis & Western, Chicago 
State Line Railroad and several smaller 
companies. It was with the purchase 
of control from the New York Central 
of the former “Nickel Plate” company 
that O. P. and M. J. Van Sweringen 

gan their somewhat spectacular and 
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How Some of the Principal Van Sweringen Interests 


Are Inter-locked 


holding companies that they have or- 
ganized, with which to buy and hold 
the stocks of still more railroads. 


More strictly speaking, “Nickel 
Plate” common shares, in addition to 
being a personal investment by “O. P. 
and M. J.” to the extent of at least 
57,000 shares, on which they are re- 
ceiving no income, have been used as 
part collateral for two issues of bonds 
of the Alleghany Corp., the big- 
gest and most important, in many re- 
spects, of these holding companies. 
More in detail a little later about the 
tremendous drop in the position, as well 
as the market value, of ““Nickel Plate” 
securities, bonds and also the stocks. 


with 1929. 

In the former year, “Nickel 
Plate” handled only 57,589 tons 
of passenger automobiles against 
146,079 in 1929, a decrease of 88,490 
tons. Last year automobiles and auto- 
mobile trucks, knocked down, to- 
gether with parts, supplied 152,342 
tons of traffic, whereas for the year 
before the figures were 208,588 tons. 
Here was a decrease of 56,246 tons. 
Automobile and auto truck tires were 
moved by the “Nickel Plate” in 1930 
to the extent of 65,979 tons, but for 
1929 the volume of this classification 
was 102,318 tons, or 36,739 more than 
for last year. 

“Nickel Plate” lines serve important 
districts in the general industrial area 
of the Central West. In normal years 
(Please turn to page 681) 
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Residential Electric Market Becomes 
Mainstay of Utility Profits 


Rapid Increase Indicated for This Division 
Over Next Few Years, Giving Promising 
Longer Term Outlook to Equity Stocks 


NE of the outstanding features of 
QO the period of business depression 

this country has been passing 
through since late 1929 is the manner 
in which the electric power and light 
companies have maintained their out- 
put and earnings at a high level while 
practically every other line of business 
has been more or less seriously affected. 
General business activity is currently 
reported as approximating 25 to 28% 
below normal, yet production of elec- 
tric energy is running only some 3 to 
4% under the peak levels attained 
during the corresponding periods of 
1929 and 1930. 


By Writu1aM KNopeEL 


this division have long been realized 
and extolled but due to the press of 
the more important and larger scale 
industrial and commercial electric busi- 
ness, the domestic market remained 
relatively neglected. Along came the 
period of business depression and the 
picture changed. 

Declining manufacturing activity has 
taken the edge off the electric market 
in the industrial division for the time 
being. Indeed, ever since January, 
1930, the trend has been rather sharply 
downward as is clearly brought out in 
the chart. While the potentialities 


over the longer period of broadening 
and increasing the market for elec. 
tricity in industry are still large and 
attractive, the resumption of the up- 
ward trend must await a period of 
business recovery. Industrial consump- 
tion of electric current for the first 
half of 1931 was approximately 
11'’4% lower than for the first half of 

1930 and 15% lower than 1929. 
The necessity of developing more in- 
tensively the residential and the small 
commercial electric business during a 
period of declining industrial takings, 
therefore, became an opportunity and 
one which has 


























Gross revenues been rewarding 
from the sale of the electric util- 
_— rigs Rapid Increase in Use of Domestic Electric Appliances + t B — 
espite the sma res > andsomely. Sales 
deine in output, Swells Revenues of Utility Companies of electricity for 
are running ap- Total Number Increase Revenues residential or do- 
proximately the —- ot mane we mestic purposes 
same as in 1930 1981 1930 tricity, 1930 Over 1929 has been trending 
which were the ae us ec edenteceweneickoniey 19,600,000 800,000 $41,175,000 = —$1,295,000 steadily upward 
highest attained. Vacuum Cleaners ........scescesesees 9,420,000 700,000 18,945,000 + 1,188,000 and for the first 
To ascertain TIS oho coke di sasdiancsneess 10,500,000 8,800,000 30,744,000 +13,697,000 six months of the 
the reason for Washing Machines .............ss000s 7,360,000 680,000 6,735,000 + 789,000 present year are 
the continued SEO 5 UDC ORONO 8,190,000 770,000 9,445,000 + 1,540,000 approxi mately 
prosperity of the Gi hn es cices wo ndaucepacokuees 6,200,000 320,000 5,740,000 + 190,000 9% greater than 
electric utility IR 2 555, 5, sb ebebSeneeead 6,280,000 630,000 7,820,000 + 779,000 for the corre 
companies in the ie iin aos co scnidckdensnckins 8,400,000 180,000 8,288,000 + 158,000 sponding _ period 
face of a reced- IIE op vic sckevebiarenscicwn 2,625,000 745,000 += 48,600,000 =» +. 15,120,000 in 1930 and 
ing tide of busi- ad spetnen binge 1,020,000 140,000 42,750,000 +. 6,750,000 slightly more 
ness one need oe Spon ay Seas ar arree 638,000 5,000 5,562,000 + | 22,000 than 20% above 
look only on the Ironing Machines ...........sseeecees 650,000 70,000 8,752,000 + 486,000 the 1929 level. 
accompanying Wadee MNS ©... 55 cvkcsdscaninn esse 227,000 27,000 9,800,000 + 1,485,000 Commercial con 
charts. The elec- sumption of elec’ 
tric companies Total—aTarge APPIMNONS cicccicceewes scenes sdesec $228,811,000 +40,467,000 tricity _ likewise 
have found a rich Lighting and Small Appliances........0 00.2000. cesses 440,189,000 +-22,155,000 has been increas 
field in the do- Total Domestic Electricity Sales...... 000 ...0.. 000 cesses 668.500,000 +.62,622,000 ing steadily but 
mestic or residen- Figures—National Electric Light Ass'n. at a more gradual 
tial market. The pace than the 
potentialities of * domestic division, 
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but now gives indications of having 

reached a peak temporarily. The first 

half of 1931 shows a gain of 344% 

over the corresponding period of 1930 

and of 14% over the 1929 period. 
From a revenue stand- 


per unit of energy delivered than~in 
the case of the commercial consumer, 
and the latter higher than in the case 
of the large industrial consumer. 

The development of the domestic 


ment, twenty average domestic cus- 
tomers of the company in different parts 
of its territory were taken and their 
homes equipped with a “full use” list 
of electric appliances and equipment. 

This list includes a refrig- 





point, the residential market 
is now the most important 
one for the electric industry, 
roducing approximately 
334% of the total gross 
revenues in 1930, as against 
only 31% in 1929. The in- 
dustrial division last year ac- 
counted for 30.0% of the 
gross of the electric power 
and light industry compared 
with 32!4% in 1929. The 
revenues from commercial 
takings were approximately 
294% in both periods, 
while other consumers such 
as railroads, traction com- 
panies, and municipalities 
accounted for the remainder 


or about 7.0% for both 
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Domestic ELECTRICITY 
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erator, range, water heater, 
washing machine, ironer, vacu- 
um cleaner, percolator, toaster, 
hand iron, and waffle iron. 
Previously, these homes had 
been on a limited use basis. 
Some of the conveniences 
mentioned and others were al- 
ready owned by the customers 
before the “full use” plan was 
made available to them but the 
advantages offered by the plan 
induced them to complete 
their equipment to make a 
“full use” home. 
After eight of these cus- 
tomers had completed a year 
under the “full use” plan it 
was found that they had in- 


DEC ; ; 
creased their consumption of 











periods. The total revenue 

from the sale of electricity by all light 
and power enterprises in the United 
States for the year 1930 amounted to 
$1,999,560,000. 

Considered from the amount of 
electricity sold the residential market 
accounted for only 14.3% of the total, 
while commercial consumers accounted 
for 19.1%, large industrial consumers 
for 57.1%, and the remainder for 
95%. Both the commercial and the 
residential rates, of course, are con- 
siderably higher than the wholesale 
rates charged to the large industrial 
consumers. The residential rate is the 
top rate because it is the smallest scale 
business conducted by the electric com- 
panies. The amount of service and 
overhead per individual residential con- 
sumer is proportionately much higher 
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market for electricity is only in its be- 
ginning. Indeed, it is estimated that 
if this market were fully developed, 
i. e., if all the homes now wired for 
electricity were fully equipped with 
necessary electric household appliances, 
the demand. for current from this 
source would be ten times what it is 
today. The use of appliances, however, 
is rapidly increasing and greater efforts 
are now being made on the part of the 
public utility companies than ever be- 
fore to encourage their installation. 
The surface only has been scratched as 
yet and unquestionably the next few 
years will see a tremendous gain in the 
use of household appliances and equip- 
ment. 

Just what this means to the electric 
light and power companies can be seen 
in the 40 to 45% increase in the 
consumption of residential electricity 
over the three-year period 1928 to 
1931. This result was accomplished 
with methods more or less on a “catch- 
as-catch-can” basis. With the appli- 
cation of more scientific and aggres- 
sive plans of merchandising on the part 
of the utility companies and the elec- 
trical equipment manufacturers, it is 
logical to expect more rapid gains in 
the future. 

The experience of one utility com- 
pany in the East in inaugurating a 
“full use” electric home plan on an ex- 
perimental scale reveals what actually 
may be accomplished when the prob- 
lem is approached scientifically. Do- 
mestic use of electricity was multiplied 
nearly three and three-quarter times 
and the revenue slightly more than two 
and one-quarter times through the 
adoption of this plan. In this experi- 


electrical energy on the aver- 
age from 1,688 kw.-hrs. per year to 
4,648 kw.-hr. per year or 3.69 times, 
while revenues to the company had 
gained from $95.91 to $217.60 or 2.27 
times. It is realized, of course, that 
not all of the residential customers of 
the company can participate in such a 
plan, but if only those who pay an in- 
come tax adopted it, about 15% of the 
customers could be enrolled. In the 
case of the others, however, a large 
aggregate market exists for appliances 
and equipment although less per cus- 
tomer. 

To successfully develop the “full use” 
plan, and the same principles apply gen- 
erally if the market for appliances an 
equipment is to be built up rapidly 
whether on a plan or not, it,is neces- 
sary first to provide customers with the 
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means for financing the purchase of 

these, especially the more expensive 

items; and second, the rates and rate 

Pr eferr ed Sto ck Guide structure must be such as to encourage 
the use of the appliances and equip 

ment. 

NOTE: The following preferred stocks are listed solely in accord- In the “full use” plan mentioned 


ance with the current yield on each. The sequence of Guide, therefore, previously the value of the equipment 
totals about $860 per customer. Finance. 


does not indicate a preference for one issue over any of the others. ing of the equipment is arranged oa 
Readers should observe a proper diversification of commitments in mak- monthly installment basis over a period 
ing their selections from this list. not exceeding five years. Payments are 
included with the regular monthly bill 
. for current sent to the customer, and 
Railroads after completely paid off the equipment 
oy. Bato Earned § por Share— Redeem Recent — passes into the possession of the pur 

Norfolk & Western 4 (MN) 183.73 182.20 188.50 1 864.4 chaser, The “willity _ Company -@ 
: operates with approved dealers in its 


Union Pacific 46.32 49.48 41.30 85 4.7 : : é . 
Atchison, Top. & 8. Fe 40.21 49.18 30.08 106 4.7 territory and in turn may be aided in 


Baltimore & Ohio 49.44 48.87 36.46 6 8.2 financing the scheme by banks or in 
84.40 45.47 80.50 6.7 stallment credit organizations. 

The utility companies have found 
that large increments in domestic busi- 
ness come with low rates, that is to say, 
to encourage - use of appliances and 
y sia: equipment that consume a __ large 

Public Utilities pe a of current special low co 
ET er so. ae must be made. Utility companies gen- 
Public Service of New Jersey. 8 (C)  §20.92 19.04 erally have adopted an “inducement” 
Pacific Gas & Elec. 1st 4.24 4.57 . . form of rate whereby the domestic cus § that 
So, California Edison “‘B”....1% (CG) 8.28 5.08 . tomer benefits from progressively lower ff it say 


Philadelphia Co. 3(C) 20.68 27.58 , ’ : ; 
prone = ; rates as his consumption of energy in § and 1 


North American Co. 8(C) 40.22 47.48 . : 
North Amer, Edison 6(C) 5315 658.98 . ; creases. Special low power rates, in J conce 


Columbia Gas & Electric “A”. 6 (C) 30.78 88.95 . . addition, make the use of the higher § some 
on Sane & Ghave ee a : energy consuming equipment economi § num 
Buffalo, Niagara & Eastern Pr. 1.6 (C) 4.52 5.19 \< ° cal mana 
American Water Works & El. 6 (0) 31.05 5 é . i ‘ 
National Pr, 6(C) 45.38 50.22 : Equitable rate reductions on the part § tively 
United Corp. 8 (C) ene 4.66 . d of the utility companies have proven § tant 
Standard Gas & Electric 4(0) = 14.07 90.89 . good business in the past. Not only § tailer 
rs ig dla My a : nd ming — ' have the customers benefited and good f stores 
eaisieen TA Dev. Carn.) 3% 8.79 (17.68 ; will been built up but actually the com § with ; 
Federal Light & Traction... 6(C) 49.93 40.12 ; panies themselves have benefited be J mena 
Hudson & Man, R. R. Conv... 6 (MN) 87.02 . . cause consumption usually is stimu § demo: 
lated to the extent that gross revenues § creas¢ 
after a reasonable period are greater § factor 
than before the rate reduction. For § aren 
instance, taking the country - a a 

3 the average price per kw-hr. in 
Industrials 1922 was 7.4 mage the average use pef 
customer 359 kw.-hrs., and the aver 

age annual bill $26.50. Rates have 
Assen oa po ro om dropped steadily since then until in 

Diamond Match ' ex eeee sees No 28 . 1930 they heim only 6.03 cents per 

Amer. Smelting & Refining... 37.17 48.66 . No 124 , kw.-hr., but consumption per customer 
Allied Chem. & Dye 68.68 76.88 . 120 124 ' had increased more than 52% to 548 
Stand, Brands, Inc., Cum, A.. 128.40 129.41 120 8=:128 ; kw.-hrs., and the average bill only 24% 
oer ae e's eee : oe to $33. Comparable results may be 


International Nickel 189.12 80.45 120(a) 118 \e * 3 
Mathieson Alkali Works 84.50 98.91 No 118 : expected in the future as the rate con 
Aluminum Co. of Amer 14,04 17.19 . 110 100 F tinues to decline. 


eee ard - me 6 The full development of the residen- 
a a i : tial electric market is a job that will 


45.50 81.92 110 105 : : 
21.48 28.93 21.25 120 112 require many years, but even a reason 


American Sugar 14.60 15.40 1260 No 108 6. able development over the next few 
en crsraged $0.96 6 48.98 85.78 180 10h. years will mean tremendous gains for 
ee aa rey eh. el, a a the utility companies. Fortune has fa 
Bush Terminal Buildings t t t 120 104 : 4th a di : ts ossibilt 
Crown Cork & Seal........... 2.70 (C) 7.90 6.36 7.84 45 29 e vored them in discovering 1ts p : 
ties during a time of depressed o 

C—Cumulative. N—Non-cumulative. § Earned on all pfd. stocks. + Guaranteed hich h ] rtaile 

ess whic as severe curtal 
unconditionally by Bush Terminal Co. t Regular rate, $4. (a) After Feb. 1, 1934. raed iidceatutel ieiaiols The losses in 


(Please turn to page 682) 
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Companies Showing Profitable 
Readjustment to Depression 








their purchase on market weakness. 





The following six companies, covered broadly in the story of business readjustment on page 634, have 
been selected for individual analysis here. By their improved earning position, they give evidence of having 
turned the corner in their industries. In each case there is sound reason to believe that their more favorable 
position will be continued and should find reflection in their market value. For this reason we recommend 














Safeway Stores, Inc. 


Two months ago a plan was com- 





been learned from two years of 

severely curtailed business is 
that a general depression means what 
it says. The depression is general, 
and rare and fortunate indeed is the 
concern which has not suffered to 
some extent. There are, however, a 
number of companies which have 
managed to resist the evil very effec- 


A teen the things which have 


PRICE SCALE 
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pleted whereby Safeway was to absorb 
the MacMarr chain by means of an 
exchange of securities. This acquisi- 
tion—as approved August 27 by Safe- 
way stockholders—will make Safeway 
the third largest retailer in the coun- 
try with a sales volume only exceeded 
by the Great Atlantic & Pacific Tea 
Co. and Sears, Roebuck. More than 








tively and of these the most impor- 
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4,000 stores will be operated, about 





tant group is undoubtedly the re- 

tailers of the everyday necessities of life—the chain grocery 
stores. True, certain of their luxury lines have not moved 
with prosperity volume and there has been the ever-present 
menace of inventory loss, but by-and-large they have 
demonstrated remarkable capabilities. By means of an in- 
creased general efficiency they have minimized the adverse 
factors which have assailed them so that as a group they 
are now in the best position of their histories to take advan- 
tage of even a moderate dose of prosperity. 

An excellent example of a chain grocery which has 
largely adjusted itself to present conditions is afforded by 
Safeway Stores, Inc. In this case net income dropped from 
$8.67 a share for the year 1929 to $4.82 for 1930, while 
for the first three months of this year only 61 cents was 
chown. In the second quarter, however, there was a tre- 
mendous change for the better, profits for the six months 
being equal to $2.61 per share of common stock comparing 
with $2.15 for the corresponding previous period, despite 
a decline in dollar sales of some 6%. 


half of which contain markets. In 
addition, the company will operate a number of ware- 
houses, bakeries, creameries, coffee-roasting plants, whole- 
sale establishments and candy factories, activities being 
mainly centered in Western and Middle Western states. 

When the present plan for the merger with MacMarr is 
carried out, Safeway will have outstanding 100,261 shares 
of 7% preferred stock, 59,150 shares of 6% preferred stock 
and 800,376 shares of common. It is thought that the basis 
of exchange is such that almost no dilution of Safeway’s 
per share earnings will take place, which means that ail 
operating and other economies which are likely to be 
achieved will immediately benefit the common stockholders. 
Under such conditions thtre is reason to believe that the 
margin over regular dividend requirements will be ma- 


* terially improved during the second half of this year and 


that even further improvement will be shown in 1932. 
Currently the common stock of Safeway Stores, Inc., can 
be bought around $70 a share to yield more than 7% on 
the regular disbursement of $5 annually. 


J. C. Penney Co. 


HILE J. C. Penney Co. has other claims to distinc- 
tion, it is now most in the public eye by virtue of 
the fact that profits for the first six months of the 

current year were some 30% greater than those in the 
corresponding previous period—a result achieved despite 
210% drop in dollar sales. In the words of the company’s 
President this remarkable showing was due to the elimina- 
ton of certain price ranges, consolidation of warehouses, 
a1 improved control of inventories, increased efficiency in 
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the general offices and better cost control. But, and this 
is an important point, in no way were the greater earnings 
due to salary or wage reductions. It is evident that the 
company has gone far along the road toward adjusting 
itself to present business conditions and, if such a showing 
can be made on a reduced sales volume, it is not difficult 
to imagine that results would be remarkably good with an 
increase of say even 10% in gross business. 

J. C. Penney operates nearly 1,500 stores of the small 
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department store type, dealing in clothing, shoes and gen- 
eral merchandise. Operations are carried out in every 
state of the Union, although the company’s greatest activity 
is west of the Mississippi River. At the end of June capi- 
talization consisted of 199,161 shares of 6% cumula- 
tive preferred stock of $100 par 
value, 32,000 shares of “classified” 


e - 


June 30. Inventories were reduced from $57,700,000 ty 
$44,800,000, cash almost doubled, increasing from $5,600, 
000 to $10,260,000, while notes payable totalling $11,000, 
000 had been entirely eliminated. The ratio of current 
assets to current liabilities was almost 5Y2 to 1 3 
the later date against 3.3 to 1 a year 
ago. 





‘common stock—a profit sharing 
stock issued for the benefit of store 
managers and which must be con- 
verted into common before the end 
of this year—and 2,468,861 shares 
of no par common stock. There 
is no funded debt except small mort- 
gage obligations. Earnings for the 
year 1930 were equal to $2.66 per 


PRICE SCALE 





The common stock of J. C. Penney 
Co. is currently selling around $44 , 
share, which is close to the high point 
for the year. This, however, ought 
to be no deterrent to its purchase, for 
there is every reason to suppose that 
only stabilization of commodity prices 
and a moderate increase in gross busi: 
ness is required in order to show a 
substantial increase in the profits ap 





common share compared with $4.66 











for the previous year. For the first 
six months of 1931, $1.46 per share 
was reported against $1.14 for the corresponding period 
of 1930. 

The company’s most recent balance sheet indicated that 
considerable improvement was made in the year ended 


plicable to the common stock. There 
is the added attraction that, while 
waiting for these developments to occur, a purchaser at 
present prices receives nearly 6% on his investment even 
though the regular dividend rate is now only $2.40 an 
nually. Until fairly recently $3 was paid. 


Monsanto Chemical Works 


RIGINALLY incorporated in 1901 with an authorized 
QO capital stock of $5,000, Monsanto Chemical Works 
has grown steadily until now it is one of the largest 
manufacturers of fine and medicinal chemicals in the 
United States in addition to being an 
important producer of heavy reagents 


a share based on 422,600 shares of no par common stock, 
whereas for the previous year net income was equivalent 
to $4.25 on a slightly smaller number of shares. In the 
first quarter of the present year little improvement was 
registered, for net income equalled 
only 59 cents a share. The following 





employed by industry. In recent 
years the company has acquired a 
number of subsidiaries. During 1928 
a 50% interest in the Graesser- 
Monsanto Chemical Works, Ltd., 
with a plant at Ruabon, North Wales, 
was expanded to full control. In the 
following year the Rubber Service 
Laboratories Co. was taken over. This 





three months, however, was much 
better and the company succeeded in 
closing the period with a net profit 
equal to 97 cents a share, thereby 
bringing the half year’s results to 
$1.56 or five cents a share better than 
was shown for the corresponding 
period of 1930. This was more than 
sufficient to cover the full year’s divi 








company manufactures a _ variety 





dend requirements of $1.25 on the 





of chemicals used in the rubber in- 
dustry as well as a number of others 
used by makers of dyes, pharmaceutical products and 
rayon, its plant being located at Nitro, West Virginia. 
In the same year the Wear Tar Works of Brothern 
& Co. in Sunderland, England, the fine chemical busi- 
ness of Mathieson Alkali Works and the business of 
the Merrimac Chemical Co. were acquired. The com- 
pany’s own plants are situated in St. Louis, Mo., and Mon- 


santo, Ill., the two being separated only by the river. The ° 


former makes fine and medicinal chemicals, while the latter 
is engaged in the production of heavy chemicals. 

The extent to which the company has been hit by declin- 
ing prices and curtailed purchasing power may be seen in 
the annual report for 1930 which showed earnings of $1.73 


Westinghouse Electric 


ONTRIBUTING in no small measure to the elec- 
trification of the world as we know it today, West- 
inghouse Electric & Manufacturing Co. well de- 

serves the success attending its efforts. It is not, however, 
as is often stated, the second largest maker of electrical 
equipment, for the giant Western Electric, subsidiary of 


the American Telephone & Telegraph Qo. is larger and . 


closely rivals General Electric for the leadership of the 
654 


common stock, which, at the current 
price of around $28 a share yields 
about 4'4% on the investment. 

In addition to showing definite evidence of having 
turned the corner, Monsanto Chemical Works has other 
attractions for the prospective purchaser of common stocks. 
The company has been charging almost $500,000 a year 
against earnings for research and the result has been the 
development of a number of new products which it is be 
lieved will have an important bearing on the companys 
profits in the future. Also some $5,000,000 has been spent 
over the last two and a half years in plant consolidation 
and additions so that physically the company is undoubtedly 
in the best position of its history to take advantage of any 
improvement in general business. 


€&? Manufacturing Co. 


group. Nevertheless, Westinghouse is perhaps the mos 
interesting froma security angle as the capitalization § 
still moderate, the company never having participated in 
that orgy of split-ups which was a feature of the 1928-1929 
bull market. In fact, the number of shares outstanding 
the same as it was in 1924, except for the increase due 
to an offering of “rights,” the funds from which were 

to retire some $30,000,000 of funded debt. 
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Westinghouse manufactures a full line of electrical 
equipment from useful little household appliances, includ- 
ing that modern convenience the electrical refrigerator, to 
immense generating and other machines. It is engaged in 
railroad electrification, the electrical operation of ships, 
manufactures therapeutic appliances for the medical pro- 












$4,546,618 for the corresponding period of 1930. 

It was at this point, however, that the tide turned, show- 
ing that the company’s management was fully alive to 
the danger and had taken steps to combat it. In 
the June quarter, aided by a small increase in bill- 
ings, a net profit of $926,604 was shown. While this 
in itself was equal to only some 33 cents a share of com- 
mon after dividend requirements on 
the preferred, it is rather the change 




















from a loss to a profit that is sig- 
nificant, showing that the company 
has made much progress in adjusting 
its business to the present lower and 
more competitive level. In view of 
this and also giving consideration to 
the fact that the company is in an 
exceedingly strong financial position, 
so that even should general conditions 
become much worse it could un- 








































doubtedly survive indefinitely, there 
is reason to believe that Westing- 
house common at the present deflated level provides an in- 
teresting speculative opportunity. It should be remem- 


bered, however, that in the common stock of a com- 
pany so placed fluctuations are likely to be wide, espe- 
cially when it cannot be said with certainty that the present 
dividend will be maintained. 






Register Co. 


through a plant in Berlin and an assembly plant in Toronto. 

The capitalization of the company is a simple one, con- 
sisting solely of 1,190,000 shares of Class “A” common 
stock and 400,000 shares of Class “‘B” common stock, both 
of no par value. The Class “A” stock is entitled to re- 
ceive a cumulative dividend of $3 a share annually and 
then, when in any one year $3 is paid on the Class “B,” 
they both participate equally in further disbursements. The 
Class “A” stock is in effect an ordinary participating pre- 
ferred issue, for all voting power is vested in the junior 
shares. The company’s financial position is strong. On 
June 30, current assets totaled $27,229,000, including cash 
of $2,920,000, whereas current liabilities amounted to only 
$2,796,000. 

While the Class “A” stock of The 















Pe 
d $44 a | fession, is a pioneer in radio broadcasting, while further 
gh point j interest in this field is provided by 
r, Ought j reason of the fact that the com- 
nase, for any owns a very large interest in 
ose that § the capital stock of Radio Corp. of 
Y prices § America. 
88 busi- Like all companies in the field, 
show , § Westinghouse has been unable to 
ofits ap- escape the effects of the world-wide 
There @ adverse economic and political con- 
. while ditions with which we have been 
aser at  aflicted over the last two years. Net 
nt even | income for 1930 was equivalent to 
40 an @ only $4.45 a share, based on 2,666,- 
315 shares of combined common and 
preferred, whereas $10.15 a share had been shown in 1929. 
As a dividend of $5 a share was paid on the common and 
participating preferred stock during 1930, there was a final 
deficit for the period. The next three months were even 
1 stock WO: for the company reported a deficit from operations 
i totalling $2,885,945, which compared with a profit of 
In the 
_2 National Cash 
oa HE business of The National Cash Register Co. has been 
duis hard hit by the world-wide economic upheaval through 
prot which we are now passing. In 1930 sales declined to 
China $45,381,000 from the $57,607,000 reported for 1929, while 
its to ON. the same period the fall in net income was even more 
aie precipitous—from $8,340,000 to $3,585,000. This was bad 
ondiag enough but worse was to follow. For the first quarter of 
wi 4 the present year a net loss of some $373,000 was shown and 
's divi it became quite evident that the company would have to 
sn the @ “Hect a drastic program of economy if it were to survive 
ae for any length of time under the altered conditions. ‘That 
yields it has made great progress in bringing about the necessary 
readjustment can be seen from the report of the second 
hatiog quarter's operations. A net profit of 
“other g  9°54,884 was shown, thereby bring- 
stocks 8 the net income for the first six 
. yee months to about $492,000 or 41 
on the @ Cents a share on the outstanding Class 
is bop A” common stock. 3 
pany’ The National Cash Register Co., % 
spent originally established in 1882, is now 3 
Jation the largest manufacturer of cash reg- ‘ 
btedly isters in the world, over 600 varieties 
io being made. The company also makes 
accounting machines, files and other 








National Cash Register Co. must be 
considered to be in the category of a 
speculation at the present time, a 
number of favorable facts can be mar- 
shalled to support its purchase. At 
the current price of $27 a share, the 
issue is selling well under a book 
value calculated by very conservative 
accounting methods. In fact, it is 
selling for little more than the net 











office devices. Distribution is world- 
wide, foreign business contributing 
more than 50% of the total. The company’s main plant is 
located at Dayton, Ohio, while at Newark, N. J., it owns 
the plant of the Ellis Adding Typewriter Co., a recently 
acquired subsidiary. Manufacturing abroad is carried out 
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tributors of food products in the country, Standard 
Brands, Inc., is well worthy of consideration on the 
Part of the prospective purchaser of common stocks. It 
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Q': of the most important manufacturers and dis- 





tangible assets behind it. Add to this 
that the: recently passed dividend is 
cumulative and above all that the company’s latest report 
shows such a large measure of improvement and it is 
readily seen that the issue presents very definite possibilities 
for profit. 


Standard Brands, Inc. 


was formed early in 1929 to consolidate a number of im- 
portant companies. These were the Fleischmann Co., 


Royal Baking Powder Co. and E. W. Gillett, the largest 


(Please turn to page 678) 
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CORN PRODUCTS REFINING CO. 


PENICK & FORD, LTD., INC 








Companion Companies Build for 


Future Profit 


Development of Package Market Eases 
Inventory Problem in Corn Refining 


HILE the average man’s famil- 
iarity with corn and its de- 
rivatives probably extends lit- 

tle further than the use of this grain 
“on the cob,” as a breakfast food, or 
possibly as the source of an alcoholic 
beverage with peculiar charm and un- 
excelled potency, its sphere of useful- 
ness is in reality very much wider than 
this. Corn is particularly rich in 
starch, the average content being some 
60%, which is surpassed only by rice 
among the principal starch yielding 
plants. It contains more oil than any 
other cereal and this makes it a par- 
ticularly valuable food where fattening 
qualities are required. By a more or 
less complicated process corn is induced 
to surrender its starch and its oil and 
these two products find an _ ever- 
widening variety of uses. 

The products of corn are used both 
as food and for industrial purposes. Its 
value as a food was not perhaps prop- 
erly recognized until the World War; 
an event which. caused, among other 
things, a shortage of butter and sugar. 
Prices soared. Encouraged by the 
Food Conservation Boards, the use 
of substitutes became general giving a 
tremendous impetus to the corn prod- 
ucts industry and the ground gained 
at that time has 


By Henry RicHMonp, Jr. 


sugar and as such enjoys a wide de- 
mand—mainly from the confectionery 
and fermentation industries—as a sub- 
stitute for cane sugar. Refined corn oil 
is used in cooking as a substitute for 
olive oil and lard. 


Valuable Industrial Uses 


Industrially, the products of corn are 
of great value. The starch is employed 
for sizing and dressing cloth by textile 
manufacturers; laundries use it for put- 
ting a cutting edge on collars and cuffs; 
mixed with sand and water it forms a 
molding material for iron and steel; 
while there is also a wide demand 
among makers of paper and explosives. 
Corn sugar is a vital ingredient in the 
manufacture of rayon by the viscose 
process and crude corn oil is bought in 
large quantities by soap, paint and 
varnish makers. Finally, an important 
by-product of the corn refining indus- 
try is the manufacture of cattle and 
poultry feed. 

In the United States the two prin- 
cipal companies engaged in refining 
corn are the Corn Products Refining 
Co., which is hy far the larger, and 
Penick & Ford Co., Ltd. Except for 
the fact that Penick does some maple 


and cane sugar business which is not 
done by the larger concern and Corn 
Products has certain attributes of an 
investment trust not possessed by the 
other, their activities are almost identi- 
cal. They both manufacture bulk and 
also package goods, in each instance 
the former phase of the business con- 
tributing some two-thirds of the vol- 
ume. In the bulk business a widely 
fluctuating raw material price has 
proved difficult to manage, for there is 
the ever-present problem of inventory 
values. It is for this reason that both 
companies have lately concentrated 
upon their package business, especially 
package foodstuffs. It has been often 
demonstrated that a trade-marked spe- 
cialty can be sold at the recognized 
price long after the raw material has 
declined, the consequently wider mar 
gin of profit tending to offset any in: 
ventory loss. Among the best known 
trade-marked specialties manufactured 
by the Corn Products Refining Co. 
may be mentioned Karo syrup, Mazola 
oil, Argo and Linit starches, Cerolose 
refined corn sugar, Kremel pudding 
powder and Zuma, a liquid chocolate 
compound. In opposition, Penick & 
Ford makes and distributes Brer Rab 
bit molasses and syrup, Penford com 

syrup and cor . 





never been lost. 3a 
Edible starch de- Ce 
rived from corn 
may be used either 
alone in the form 

of cornflour or in 
conjunction with 
other substances in 

the form of pud- 
ding powders. Or 

it may, by mixing 
with hot water 

and treating with 
dilute acids, be 
turned to syrup or 
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Corn Products Argo Plant at Argo, IIl. 


sugar, Penick syrup 
and salad oil and 
Douglas _ starches 
and feeds. 
The greater size 
of Corn Products 
in comparison with 
its contemporary 15 
well brought out 
in the number and 
location of the 
company’s plants. 
In the United 
States, these are 
located at Edge’ 
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water, N. J., Argo, Ill., Pekin, Ill., and 
North Kansas City, Mo. They have 
a combined capacity of about 200,000 
bushels of corn a day. In addition, 
Corn Products operates plants through- 
out Europe, one in Brazil, one in the 
Argentine, while yet another in Japan 
has just been completed and, although 
this is probably not yet profitable, in 
time it will almost surely add material- 
ly to revenues, for there is a wide de- 
mand in the East for the company’s 
wares. Penick & Ford operates a 
con plant at Cedar Rapids, Iowa, 
which has a capacity of some 35,000 
bushels a day and, recently desiring to 
enter the export business, an English 
subsidiary was formed for the purpose. 

The capitalization of both companies 
issimple. In the case of Corn Products 
Refining Co. it has remained virtually 
unchanged since 1924 when the com- 
mon stock was split four-for-one and 
a 25% stock divi- 


common stock, which compares with 
$5.49 for the previous year after 
elimination of profits on securities sold. 
For the first six months of the present 
year $1.82 was shown as against $2.28 
for the corresponding period of 1930. 
This company, however, reports only 
the income actually received from a 
number of foreign subsidiaries and it 
is popularly believed that if full equity 
earnings were included a better show- 
ing would be made. Such a belief 
would appear to be vindicated by the 
fact that the relatively better showing 
in the second quarter of the present 
year in comparison with the first three 
months was mainly due to a large in- 
crease in the income from affiliates. 
Unlike Corn Products, Penick & 
Ford cannot rely on an increased in- 
come from subsidiaries and a steady 
return from large investment holdings 
in order to improve its own showing. 


without a blemish since 1920. In this 
case dividends on the preferred stock 
were paid at varying rates following 
the formation of the company in 1906 
but it was not until 1917 that all 
arrears were paid off and regular pay- 
ments consistently made. An _ initial 
dividend on the common stock was 
paid in 1920 and disbursements have 
been made in every year since, at 
gradually increasing rates. The present 
regular dividend is $3 a share but this 
is frequently augmented by the pay- 
ment of extras. The initial dividend 
on the common stock of Penick & Ford 
was paid early in 1927 but this was 
subsequently passed and it was not 
until late in 1929 that disbursements 
were resumed at the rate of $1 a share 
annually. This has been continued to 
date, an extra of 50 cents a share be- 
ing paid in 1930. 

The balance sheets at the end of last 
year indicate that 
the financial posi- 








dend paid. To- 
day it consists of 
2,530,000 shares 
of common stock 
of $25 par value 
and 250,000 
shares of 7% 
cumulative pre- 
ferred stock of 
$100 par value. 
Funded debt to- 
tals less than $2,- 
000,000. In the 
case of Penick 
@ Ford, the com- 
pany has steadily 
worked to remove 
all stocks and 
bonds senior to 
the common stock 
and the sole capi- 


Gross profit 
Net profit 





Profits from operations 

Interest on loans, etc. ....cccccccccccccccce 
Interest and divs, from Securities 

Income from affiliated companies 


Earned per share of common 


Earned per share of common 


High/Low common stock 


Corn Products Refining Co. 
1930 1929 
$14,499,000 $16,919,000 
488,000 799,000 
2,004,000 1,811,000 
1,948,000 

5.49 





Penick & Ford, Ltd., Inc. 


1929 
$5,718,000 


1,882,000 
3.97 
60% /22 


1930 
$4,963,000 


1,811,000 
4.01 
55% /26% 


1928 
$13,802,000 
637,000 
1,884,000 
1,667,000 


1928 
$4,597,000 


1,293,000 


414% /22% 


tion of both com- 
panies is strong, 
Corn Products 
being exception- 
ally well placed 
in this respect. 
The company re- 
ported current 
assets totalling 
nearly $60,000,- 
000, while cur- 
rent liabilities 
amounted to but 
slightly more 
than $6,000,000. 
Among the com- 
pany’s current 
assets is an item 
of $33,541,000 
which represents 


1927 
$12,984,000 
525,000 
1,781,000 
922,000 


4.35 3.50 


1927 
$3,903,000 


1,076,000 
2.04 
277%/19% 

















marketable bonds 





talization now 
consists of 424,- 
965 shares of no par common stock. 

Earnings of the corn refining com- 
panies in the past were characterized 
by violent fluctuations, which usually 
coincided with erratic movements in 
the price of the grain. Now, however, 
while grain prices are still an impor- 
tant factor, a fair degree of stability 
has been achieved and one would ven- 
ture to say that the recently reported 
decline in earnings has been due as 
much to the unavoidable effects of gen- 
eral depression as to the fact that corn 
is now selling for about half the price 
obtainable at this time last year. The 
factors contributing to stability have 
been the previously discussed entry 
into the package business, a better con- 
trol of inventory volume and, in the 
case of Corn Products, a large income 
'rom outside investments. For the year 
1930, Corn Products reported net in- 
come equivalent to $4.82 per share of 
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As a result, the disastrous decline in 
corn prices and the cumulative effects 
of two years of depression show un- 
mistakably in the company’s most re- 
cent earnings statement. For the six 
months ended June 30, Penick & Ford 
reported profit before Federal taxes 
amounting to $631,864 which com- 
pares with $1,001,032 for the first half 
of 1930. Prior to this, however, steady 
increases were reported for a number 
of years. For 1930 net profit totaled 
$1,811,348 after all charges and this, 
after dividends on the company’s then 
outstanding preferred stock, was equal 
to $4.01 a share, comparing with $3.97, 
after the deduction of extraordinary 
property write-offs, for the previous 
twelve months. 


The dividend record of both com- 


panies has not been without irregu- 
larities although it must be admitted 
that that of Corn Products has been 


and _ stocks, at 
cost less depreciation. It is understood 
that the annotation “less depreciation” 
covers not only the market declines 
actually suffered by the various hold- 
ings but also a reserve for possible de- 
clines during the present year. In 
effect, then, Corn Products Refining is 
something of an investment trust and 
the purchaser of the common stock re- 
ceives many of the advantages which 
accrue to an issue of this sort. The 
financial position of Penick & Ford is 
likewise strong. At the end of last 
year current assets totaled $5,673,000, 
including cash, government securities 
and demand loans of $2,234,000 
whereas current liabilities were only 
$676,000. 


A bright future for the corn prod- 
ucts refining industry appears reason- 
ably well assured, because of the wide 
diversity and the essential nature of its 

(Please turn to page 681) 
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Market Indicators 














The Happy Medium 


The Emigrant Industrial Savings 
Bank of New York gave its 250,000 
depositors some unusual advice the 
other day. It stated that in the past 
years it had done everything in its 
power to promote thrift, but that it 
was now necessary in order to keep 
faith to alter slightly its traditional 
attitude. After making it perfectly 
clear that a reserve against emergencies 
should be built up at all costs, the bank 
counseled wise spending on the part of 
those who have built up such a sur- 
plus in order that they may profit by 
the unprecedented low prices prevail- 
ing for the every-day necessities of life. 
To twist the bank’s meaning somewhat, 
the same line of argument can be used 
in regard to securities. There are un- 
doubtedly many investors at this time 
who are also missing excellent oppor- 
tunities in order to hoard their re- 
sources and build up a liquid surplus 
far in excess of all likely needs. They 
too might well be advised to “loosen 
up” a little for today’s goods are no 
more on the bargain counter than 
the securities of many companies which 
make them. Particularly is it true of 
senior issues that they now suffer more 
from a public’s fear than any lack of 
intrinsic merit. 

* * & 
Attractive Short-Term Notes 


The Middle West Utilities Co. has 
$40,000,000 in 5% notes outstanding 
which might well prove attractive for 
those seeking a high yield, medium 
grade investment. There is the added 
advantage that the maturity may be 
selected to suit the individual, for the 
obligation becomes due in batches of 
$10,000,000 starting with June 1, 
1932. As might be expected at this 
time when the general lack of confi- 
dence in securities is being carried to 
extremes, the longest maturity gives 
the highest yield—well over 7% on the 
present price of 92!4—while the re- 
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For Profit 


turn gradually becomes less as the ma- 
turity decreases until the batch due 
next year returns little over the coupon 
rate. Although the notes are not se- 
cured by mortgage, they represent the 
direct obligation of a vast public utility 
system which operates in 32 states and 
serves some 5,000 communities having 
a population well over the 6,000,000 
mark. For the year ended June 30, 
last, the company’s gross income totaled 
more than $183,000,000. After all 
charges except depreciation there re- 
mained $36,700,000, while interest re- 
quirements amounted to slightly less 
than $4,000,000—which would appear 
to be an ample margin of safety for 
the bondholders. 


* * * 
Package Goodwill 
While the fact that food is one of 


the prime necessities of life has not- 


saved certain companies catering to 
this need from the effects of depres- 
sion, the showing made by the indus- 
try as a whole has been better than 
most lines of endeavor. Perhaps the 
principal difficulty encountered by 
both the manufacturer and retailer of 
food products over the last two years 
has been the almost unprecedented de- 
cline in raw materials, resulting in- 
evitably in inventory losses. Price- 
cutting in some divisions of the indus- 
try has also taken its toll of earnings. 
It is quite noticeable, however, that the 
companies offering the greatest re- 
sistance to these adverse factors have 
been those manufacturing specialties 
and who have managed to build up 
valuable consumer good will. Here, 
the public has been educated to buy 
by name and to pay a fixed price, often 
continuing to do so long after a drastic 
price decline in the raw materials has 
taken place. This widens the profit 
margin for the manufacturer, often to 
an extent sufficient to.offset his inven- 
tory loss. On the other hand, those 
companies dealing in bulk goods have 
been much less successfyl, for the value 


of their stocks on hand has declined 
continuously without any compensating 
factor. For the future, there is no rea- 
son to suppose that the results shown 
by the two sections of the industry will 
show any great relative change, the 
reason being that, even with com 
modity price stability, competition be 
tween the companies dealing in bulk 
will be just as keen as ever—something 
with which the trademarked, package 
specialty has not to contend. 


* * 


Low-Priced Preferreds 


Complying with the wide demand 
for low priced issues of all sorts, we 
have no hesitation in recommending 
the various preferreds of the Southern 
California Edison Co., Ltd., to those 
who desire a strong investment in this 
class. The company is one of the larg 
est operating public utilities in the 
country, serving a population well over 
3,000,000 in Central and Southern 
California including the city of Los 
Angeles. Originally, hydro-electric 
capacity far exceeded other sources of 
power but recently the company has 
built up its steam generating system s0 
that now the output of both divisions 
is about the same. A contract has 
been entered into with the Government 
whereby the company is to take a por’ 
tion of the power generated at the 
Hoover Dam at specified rates. A fur 
ther source of energy is derived from 
natural gas which is obtained from the 
Kettleman Hills field. Capitalization 
consists of common stock, original pre’ 
ferred stock and preferred series “A,” 
“B” and “C.” In addition, of course 
there is a funded debt. For present 
purposes the original preferred may be 
ignored as it is a participating issue 
and this feature is now operative. The 
other preferreds which rank equally 
are all of $25 par value, the “A” be 
ing entitled to cumulative dividends at 
the rate of $1.75 annually, the “B 
$1.50 and the “C” $1.3714. They all 
hawe voting power and are all redeem: 
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The Stockholder 





and Income 


able at $28.75 a share. An excellent 
market is maintained on The New 
York Curb Exchange and on the Los 
Angeles Stock Exchange. On account 
of its redeemable feature the “A” is 
not perhaps as suitable for investment 
as the other two, for it is currently 
slling well over the call price. The 
latest quotation on the series “B” and 
the series “C” is 2834 and 27!% a share 
respectively, so that the yield in each 
case is almost exactly the same—just 
over 5%. The return would appear 
to be amply protected by earnings, 
$3.63 a share having been earned on 
the combined lettered preferreds for 
last year. 


* * * 


A Bright Spot 


The shoe centers of the country are 
among the few bright spots to be dis- 
cerned in the present industrial pic- 
ture. Factories are humming every- 
where at, or close to, capacity. Man- 
chester, N. H., reports the best busi- 
ness in years and that the town has 
almost no unemployment problem. In 
fact, virtually the same thing is heard 
from all towns where shoe manufac- 
ture is the principal occupation. The 
investor, wishing to participate in this 
exceptional prosperity, might well con- 
sider the purchase of the common stock 
of Endicott-Johnson Corp. Earnings 
for the past ten years have averaged 
over $7 a share and, while recent re- 
sults have been somewhat under this 
average, nevertheless, substantial profits 
have been made if one excepts the year 
1930 when particularly heavy inven- 
tory losses contributed to the poor 
showing. For the first six months of 
the present year $2.51 a share was re- 
ported, which compares with $2.12 for 
the corresponding previous period. The 
company is in a strong financial posi- 
tion with cash alone more than double 
current liabilities. There is no funded 
debt and only a comparatively small 
issue of preferred stock, which is 
gradually being retired, ahead of 405,- 
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360 shares of common stock. The 
present price of Endicott-Johnson com- 
mon is around $40 a share, giving a 
yield of 712% on the regular dividend 
of $3 annually. 

oe 


A Brilliant Exception 


How is it that the National Steel 
Corp., a comparatively small entity, 
can report earnings for the first six 
months of the present year equal to 
$1.60 per share, comparing with $2.84 
for the corresponding period of 1930, 
when its larger contemporaries, United 
States Steel and Bethlehem Steel, pub- 
lish statements so poor that a shock to 
the whole country is provided? Of 
course there is the standard explana- 
tion; that the company has a small cap- 
italization in relation to its size and 
that funded debt is only about $50,- 
000,000; that the company’s plants are 
located close to consuming markets 
and that its shipping costs are among 
the lowest in the industry; and finally 
that its fleet of ships make the assembly 
of raw materials a cheap and easy 
procedure. But is this wholly satisfac- 
tory? Perhaps part of the better show- 
ing may be due to management and 
the mobility and flexibility which go 
with reasonable size. 

* * * 


Two Points of View 


An argument was overheard the 
other day which might possibly be of 
interest to those contemplating the pur- 
chase of common stocks at this time. 
It concerns the broad policy to be fol- 
lowed during a period of thoroughly 
depressed security prices. The first 
participant contended that buying 
orders should be confined to the stocks 
of those companies which have shown 
the greatest resistance to general busi- 
ness conditions on the theory that, if 
they are capable of doing fairly well 
under such adversity, they ought to 
make an even better showing in the 
future. The other man, however, was 











emphatically opposed to such a policy 
on the grounds that these securities 
were still being maintained at high 
levels by the vast amount of money 
seeking investment and that the correct 
system was to buy into those companies 
which have received the greatest 
pounding. The upshot of the whole 
thing was that they both decided to test 
their respective theories and a wager 
was arranged to be settled by the re- 
sults at some future date. The first 
bought General Foods and Public 
Service of New Jersey, while the sec- 
ond committed himself to Texas Corp. 
and Westinghouse. Due to the recent 
rally in the oils the latter, of course, 
has the advantage at the moment, but 
will he hold it? 


a oe 
The High Cost of Service 


When the average householder com- 
plains of the high cost of the common 
every-day necessities of life does ‘he 
ever pause to consider that perhaps he 
himself is to blame for the high prices? 
Probably not, and yet he cannot avoid 
part of the responsibility. He buys a 
spool of thread and demands the right 
to have it delivered. Two women on 
a shopping orgy will vie with one 
another to spend the greatest total and 
then, when the goods are delivered, 
calmly send them back unopened. 
Clothes are worn and returned, furni- 
ture sent back because it does not fit 
the room for which it was intended, 
while the whole system is subject to 
fraud. Although this may be thought 
an exaggeration, the fact that between 
15% and 20% of all department store 
sales throughout the country are un- 
consummated is ample evidence of 
abuse. Legitimate deliveries are an ex- 
pensive service as it is, but deliveries 
on the rampage represent a waste 
which neither the honest customer nor 
the owners of the store can ignore. 
Stockholders may well urge that their 
management concentrate part of their 
economy efforts in this direction. 
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Profiting in a Depressed Industry 


Two Accessory Companies Which Maintain 
Earnings Despite Slump in Automobile Production 


By J. C. CxrrForp 


would lead one to believe 





ner year 1929, automobile 

production during 1930 
registered a decline of nearly 
40%, while this year activity 
slackened still further and out- 
put so far has run some 30% 
behind the low level of 1930. 
And yet, it is a curious fact 
that there are at least two little 
companies, apparently com- 
pletely dependent upon auto- 
mobile production, which ob- 
stinately continue to be pros- 


[: comparison with the ban- 
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1928 1929 1930 


The business was originally 
founded in 1891 -for the pur 


18 pose of manufacturing a small 


inspection car for the use of 
railroads. Later, automobile 
cylinders were made, but in 
1918 this activity was dropped 
and the company became a 
specialist in piston rings, of 
which it is now the largest 
manufacturer in the country. 
Its three plants have a capac: 
ity of about five million rings 
a month and all but a handful 
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perous despite it. The larger 
of the two, Trico Products 
Corp., makes windshield wipers and 
other accessories, while the other, The 
Perfect Circle Co., concentrates upon 
the production of piston rings. 
Although it would be an exaggera- 
tion to state that either of these two 
companies enjoys a monopoly, it can be 
said without fear of contradiction that 
each maintains a very firm grasp upon 
the business in its respective field. 
Trico’s main strength lies in its 
patents of which it holds nearly 300, 
or virtually all which exist covering the 
manufacture of windshield wipers op- 
erated by the suction of the engine. 
The advantages of this type over those 
electrically or otherwise operated is 
primarily one of cost and it should be 
noted that Trico has entered into a con- 
tract to supply all the requirements of 
General Motors until April, 


the formation of ice on the windshield, 
while recently the company introduced 
a vacuum-operated horn which is said 
to have met with a favorable reception. 

In contrast to the more or less 
diversified output of Trico Prod- 
ucts, The Perfect Circle Co. concen- 
trates its efforts upon one product 
only—a piston ring. It too, however, is 
well protected by patents and a num- 
ber of varieties each having a special 
purpose are manufactured. Some are 
designed to prevent an excess of oil 
from flowing past the piston into the 
cylinder head of the motor, while 
others have as their principal function 
the raising of an engine’s compression. 

The Perfect Circle Co. has been much 
longer established than the com- 
pany’s present name and _ activities 


of our domestic automobile 
companies are supplied with all, or 
most, of their requirements. 

While both Trico Products and The 
Perfect Circle Co. depend upon 
“original equipment” business for a 
large part of their earnings, neither of 
them is entirely dependent upon it. It 
is for this reason that the earnings of 
the two companies have not fluctuated 
in relation to automobile production. 
Their replacement business is large. 
Trico distributes through more than 
100,000 dealers in the United States 
and Canada, while the company’s im- 
portant foreign business and diversifica- 
tion of output are also stabilizing in 
fluences. In the case of The Perfect 
Circle Co. there is probably an even 
better ratio between original equip: 
ment and replacements. Here, the lat: 
ter is estimated to comprise 
about 30% of the company’s 





1934. Trico’s most important 
patents do not expire until 
1942 and, as the company has 
steadily followed a policy of 
obtaining similar protection 
for improvements, there is no 
reason to suppose that it will 
be subject to unrestrained 
competition even at that time. 
As an added source of protec- 
tion, activities have been ex- 
panded to include other de- 
vices, among which may be 
mentioned rear vision mirrors 
and a “gadget” for preventing 
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1928 1929 1930 


dollar sales and there is some 
evidence that it is increasing 
under economic conditions 
which are persuading the pub- 
lic to keep its automobiles 
longer than was done in the 
years of great prosperity. 
The capitalization of The 
Perfect Circle Co. is very 
simple and consists solely of 
162,500 shares of no par com: 
mon stock. That of Trico 
Products, however, is consid’ 
(Please turn to page 676) 
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The Readers’ Forum belongs to the readers of THE MAGAZINE OF WALL STREET 
and is intended exclusively to serve them in the discussion of problems of general iw 
vestment interest. This department welcomes and invites contributions from its readers 
without imposing rigid restrictions as to their choice of subject matter. Stories of per- 
sonal experience with, or personal opinion upon, investment problems are particularly, 


appropriate since they often are of interest to many. 


The services of this depart- 


ment also are available for answering investment questions of general interest 
excluding inquiries regarding the position or prospects of individual securities. 








Personal Investment Talk No. 10 


Stocks With Thin Markets 


Citing Some Dangers Offered by Wide 
Spread Between Bid and Asked Prices 


By Joun Duranp 


one moral. It is a war story; but might happen any 

time. Early in the year 1915, before we entered 
the World War, a certain young man inherited a sum of 
money which was much larger than he had been accustomed 
to handle. The deceased father had been a successful 
lawyer who augmented his savings from year to year by 
cautious investment in common stocks. Sometimes he 
bought on margin; but never so much that he could not 
take up outright if it became necessary. It may not have 
been the best way; but he never took a loss. He bought 
Steel common around 50, for example, when it was first 
issued in 1901, and finally took up the certificate when it 
broke $9 a share in 1904. Some years later he cashed in a 
handsome profit on the stock. Well—the son and heir was 
as impatient as his father had been patient. He started 
trading heavily on narrow margins in the wild war mar- 
ket of those days. Like most amateurs, he bought at the 
top and was scared out at the bottom of technical reactions. 
The inheritance was melting rapidly. 

Among the list of “War Babies” that were making 
money hand over fist there was one whose stock had 
been climbing perpendicularly every day for a week. One 

e morning our young plunger picked up the paper and 
read of a huge war order just booked by this company. 
It was his cue to jump in. He put all he owned into the 
stock, on a thirty-point margin, “protected” by a ten-point 
stop. But the news which the stock had been discounting 
was out, and professionals began to take profits. Down 
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Hee: is a hitherto unpublished tale with more than 


dropped the price, with gaps of points between sales. The 
stop order was caught, and executed five points away. 
Half of his remaining pile had vanished. 

Percy (which was not the young man’s name, though it 
should have been) went into sackcloth and ashes, and 
vowed that he was through with common stocks for life. 
They were too crazy. Hereafter he would invest out- 
right in safe bonds or, perhaps, preferred stocks. It seemed 
quite clear now that he should have bought that war 
baby’s preferred stock instead of the common. The last 
sale had been at 80, and it paid $6. There was still about 
$20,000 left. Wiéith this he could purchase 200 shares of 
the preferred, and still have $4,000 over with which to 
buy a small car and meet personal expense until the first 
semi-annual dividend came in. He could live modestly on 
the income of $100 a month. So he placed an order to 
buy 200 at the market. “Have the certificate put in my 
name,” he added verbally. It seemed an age before the 
report came in. The preferred appeared greatly under- 

riced, and he wanted to get his stock before other people 

gan to realize what it was really worth. By buying at 


- 80 on a 7!4% yield basis, and selling a few months later 


at par where the yield would still be 6%, he would realize 
a 25% profit on the investment, over and above the divi- 
dend. Why had he overlooked such a conservative method 
of doubling his money every year? 

A small slip of paper broke in upon these day dreams. 
“Bought 100 Pfd. @ 88—100 @ 92.” It was a shock: 
but not crushing. The average price of 90 which “They” 


661 





made him pay merely confirmed his belief that the stock 
was worth much more. Since it had risen 10 points over 
night, another 10 points next week seemed well within 
reach. Immediately he placed a G. T. C. order to sell 
the 200 at par “or better.” That “or better” cheered him 
— Perhaps someone would pay him 110 for the 


Days passed, and no sales report. The broker advised 
him, in reply to an inquiry, that the stock was “85 bid, 
91 asked.” Time dragged along, with no change in the 
“quote.” Meanwhile the market was boiling. Percy con- 
cluded he had “Hooked a Dead One,” and ordered his 
200 sold at the market. Half of the lot brought 85, and 
the remaining hundred went for only 80. A few hours 
later 200 came out on the tape at 90. 

We draw the curtain here upon our ex-trader’s sub- 
sequent quest for a job—fortunately in those days one 
never had to wait very long for an opportunity to 
work. 


Behind the Market Scenes 


The latter part of the action in this story hinges upon 
the spread between bid and ask prices, and so introduces 
us to the main theme of the present chapter. It will ease 
our approach to the subject if we first take a look at what 
is going on behind the scenes in that great financial drama 
known as The Stock Market. To center the attention, 
let us examine the market for “War Baby Preferred 
(WBPr),” the stock referred to in our anecdote. 

Thousands of people throughout the United States are 
watching WBPr. They have various ideas as to when they 
wish to buy or sell; and are far from unanimous on the all- 
important question of price. 


was reported, a market order to sell 100 WBPr would 
have been filled at 85, whereas a trader who had ordered 
100 purchased at the market would have paid 91. But 
it conveyed no assurance that more than 100 shares could 
have been put through at either of those prices, or that 
the trader would find the same market by the time he 
decided to place an order. The market for a stock is con- 
tinually changing, as do the minds of men; even when 
actual sales are infrequent. 

Stocks for which the spread between bid and ask prices 
is seldom more than a fraction, say not more than a quarter 
of a point, and of which a considerably number of shares 
can be either bought or sold without causing much of a 
disturbance in the price, are said to enjoy a close market, 
At the opposite extreme we find stocks with thin markets 
in which there is a widespread between bid and ask prices 
and purchases or sales of even a few hundred shares “at 
the market” will frequently cause a wide, quick movement 
in price. U. S. Steel common is the classic example of a 
stock that nearly always enjoys a close market; whereas 
the market for Mexican Petroleum is extremely thin. 


Effect of Small Capitalization 


The more people there are who are interested in a stock 
the narrower will be the spread between bid and ask prices. 
For this reason there is usually a closer market for issues 
of which there is a large number of shares outstanding 
than where the capitalization is small. Traders watch their 
holdings much closer, and trade more frequently, than in- 
vestors; so that stocks in which there is a large “Floating 
Supply” (shares carried on margin) enjoy a closer market 
than issues of which the majority of shares are locked up 

in the strong boxes of investors. 











One would be glad to buy at 
80, another might be willing to 
sell at par, and others will have 
price notions that are scattered 
all along the range between 80 
and par. Those who think 
there may be a chance for the 
price to reach their figure in the 
near future will place advance 
orders with their brokers. As 
floor brokers cannot waste time 
standing around the post until 
these prices are reached, all but 
the market orders will be 
turned over to the specialist . 
who makes it his business to i 
watch WBPr. He will classify 
these orders in his memoran- 
dum book according to price. 
When asked by some broker for 
a market on WBPr, the spe- 
cialist will quote the highest 
bid and the lowest offer on his 
book—unless he himself chooses 
to submit a closer bid or offer— 
for it is a rule of the Exchange 
that no contract shall be closed 
at a price lower than the high- 
est bid, nor higher than the 
lowest offer. The fairness 
of this regulation is self- 
evident. 

In our story, the market 
for WBPr happened to be 
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The process of diffusion by 
which stock, originally concen- 
trated in a few hands, passes 
into the possession of many 
holders is known as “distribu- 
tion.” During the process of 
distribution, stocks first pass 
into the hands of margin trad- 
ers, and then gradually into the 
ownership of outright investors. 
The latter stage of distribution 
is known as “seasoning.” Thus 
we find that margin traders 
render the economically useful 
service of acting as middlemen 
in supplying corporate capital 
until such time as new issues 
can be absorbed by the savings 
of ultimate investors. Most of 
the major bull markets of his- 
tory, including the boom of 
1929, have collapsed from an 
acute attack of “Undigested 
securities” induced by the issu- 
ance of new securities at a 
more rapid rate than they could 





one be absorbed by the country’s 


SALE . 
ONLY savings. 


And so we find that large, un- 
seasoned, issues enjoy a muc 
closer market than small, well 
seasoned issues. The latter con- 
stitute that large and hetero 
geneous class of stocks which 
! are popularly known 4s 
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A Critical View of Stock 
Dividends 


Raising a Question as to Whether Some of the 
Advantages May Not Be More Assumed Than Real 


Editor's Note: Recent discussion of stock dividends in 
the Readers’ Forum has developed a somewhat pronounced 
conflict of opinion as to the relative benefits and disadvan- 
tages, from the shareholder's point of view, of the stock’ 
dividend policies commonly followed by many of our lead- 
ing corporations. The following expression of opinion, pro- 
voked by perusal of material which has previously been 
published here and which has dealt with some of the favor- 
able elements in stock dividends, comes from a reader who 
obviously takes a decidedly critical point of view. While. 
we do not agree with all of his conclusions, we regard the 
argument as highly interesting and invite any further dis- 
cussion that readers care to go into. 


stock dividends, which are paid in lieu of, or to sup- 

plement, cash dividends, are somewhat more complex 
than those associated with the large, sporadic melon, re- 
cently discussed, which marks the fruition of several years 
of expanding earnings. The whole procedure, in fact, is 
full of paradoxes such as the following: 


a « principles involved in relatively small, periodic 


(1) The apparent yield (ratio of cash value of the stock 
dividend to market price of the stock) remains constant, 
regardless of fluctuations in market price. 

(2) The income received by investors who make a prac- 
tice of cashing their periodic stock dividends, varies with 
the market price. 

(3) By marketing these periodic stock dividends, the 
investor receives a regular cash income; yet the company 
disburses no cash. 

(4) The annual cash income received by investors who 
market their dividends, frequently exceeds the amount 
earned upon their stock. 

(5) The company usually thinks it is paying out less 
than stockholders think they are receiving. 


Why Are Earnings Withheld? 


I may illustrate, and perhaps explain, these paradoxes by 
instancing North American, where the stock dividend is 
not complicated by any cash disbursements. This company 
pays regular quarterly stock dividends of 22%; ie., 25 
shares of new stock are issued every three months for each 
1,000 shares of old stock outstanding. Par value is $10; 
market price, at this writing, about 75. The stock earned 
$4.26 in 1930, and $4.73 the year before, on the number 
of shares outstanding at the end of the year. Here the 
market value of a year’s stock dividends is around $7.50, 
nearly 80% more than the stock earned last year, and 7.5 
times the par value of this dividend ($1) which was 
charged on the company’s books. 
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When a company earns enough to pay cash dividends, 
they are withheld from stockholders as a rule, for only one 
of two reasons—either to build up working capital, or to 
expand the business. When a company expands out of 
earnings, it may be to ward off competition, to increase 
earnings, or for the mere sake of growing bigger. The last 
motive scarcely warrants depriving the stockholders of a 
cash income, and the second is defensible only when the 
company makes more profitable use of the money than the 
stockholder could. 

In any event, the payment of : :ock dividends, unaccom- 
panied by any cash dividends wha soever, is likely to prove 
misleading to stockholders. The effect is to conceal the true 
rate at which per share earnings are changing, and to create 
a false impression that the stockholder is really receiving 
some return on his investment. North American, for ex- 
ample, after paying 10% in stock dividends, showed earn- 
ings of $4.26 per share in 1930, a decrease of 10% from 
the preceding year. In the absence of stock dividends, 
the per share earnings in 1930 would have been $4.73, 
which is equal to 1929 earnings. At the end of 1930 the 
company had some 6,000,000 common shares outstanding. 
Suppose now that you owned 1% of this stock (60,000 
shares) at the end of that year. If you hold the 10% in 
stock dividends which you will receive this year (1931) 
you will have 66,000 shares; but the total number of shares 
outstanding also will have increased 10%, to 6,600,000 
shares; so that your proportionate common stock equity 
will remain unchanged at 1%. 


Declare Your Own Stock Dividends 


Any person who owns non-dividend paying stock can 
declare his own stock dividends, with the same resulting 
benefits and disadvantages as when disbursed by the com- 
pany, by merely selling a fixed percentage of his holdings 
every month. If, for example, you own 440 shares of some 
non-dividend paying stock, and wish to receive stock divi- 
dends at the rate of 10% per annum, merely sell ten shares 
of your stock every three months; next year, sell nine 
shares quarterly, etc. Why wait for the company to take 
action? 

But the whole picture changes when periodic stock divi- 
dends are supplemented by regular cash dividends. Then 
the stock dividend is valuable, because its effect is to in- 
crease the cash dividend in the same geometrical ratio that 
outstanding stock is increased, and this gives the stockholder 
a progressively greater cash participation in earnings. But, 
in order to benefit by the compounding feature, it is neces- 
sary for investors to retain all stock received as dividends. 
There is a limit, moreover, to this method of raising cash 
dividends, for the weight of the resulting expansion in 
capitalization must inevitably depress the stock’s market 
price unless earnings increase pari passu. 


663 





As a Sequel to Discussion of Employee Ownership of Stock 
in Previous Issues, This Article Is of Unusual Interest. The 
Author Finds Evils as Well as Benefits in the System as 
Practiced and Holds That Its Success, Both to the Company 
and the Employee Shareholders, Depends Entirely Upon 


Administration. 


When Employees Buy Stock 


Summarizing the Good and Bad in Employee Ownership 
from Both the Economic and Investment Points of View 


By M. CaruistzE Minor 


Many concerns sponsor the plan upon the belief that 

it means greater industrial efficiency and confers ma- 
terial benefits upon the workers themselves. Other enter- 
prises see in it the possibility of a boomerang to business 
without compensating advantages to the employee class. 
As for the investor, this dual attitude emphasizes the 
necessity of his considering and carefully weighing the pros 
and cons of the system before committing himself to the 
position of either advocate or opponent. Admittedly, there 
are cross-urrents in the situation that suggest caution. 

The claim is frequently made that employee ownership 
reduces labor turnover. While the establishment of any 
direct causal connection between these phenomena may 
be difficult, it is clear that, to the extent employee owner- 
ship reduces turnover, it does confer a very material 
benefit upon the particular business. Of all the wastes in 
industry none, perhaps, is greater than that incident to the 
changing and breaking in of new workmen. 

To the employee, though, the system may be a real 
detriment. Suppose, for instance, a stock, purchased in in- 
stallments over a considerable time, is deliverable only 
upon the completion of the payment period. Here the 
employee, rather than lose the appreciation in price of his 
stock, may forego the opportunity to make a very ad- 
vantageous change in employment. As far as he is con 
cerned, therefore, the tendency 
of the system is to restrict his 
freedom of movement. 

From the standpoint of the 
employer, the chief advantages 
of the plan are the gains result- 
ing from increasing employee 

ciency. Ownership creates 
interest. The interested work- 
man does his work faster and 
better. He is more productive. 

He doesn't spend so much time 

inking about unions, shorter 
hours and higher pay but, 
realizing his investment stake in 
the business, he begins to con- 
sider ways and means for in- 


664 


Fh Many con stock ownership is no unmixed blessing. 


creasing its productive efficiency. If depression difficulties 
overtake his company, he may willingly accept, or even 
suggest, wage decreases to save, or help to save, it from re- 
ceivership. They are instances on record of this very sort. 
There are cases, too, where the special efforts of employees 
to reduce expenses and increase operating efficiency have 
made wage cuts unnecessary. 

Upon the other hand, there are instances where an in- 
vestment interest has not been sufficient to retain the good- 
will of the employee in a stringent period. There are cases 
on record where the employee stockholder has been much 
disgruntled by dividend cuts or omissions. When these 
cuts or omissions follow closely, in point of time, acquisi- 
tion of the stock, it is easy to understand why the employee 
og sour. He feels that he has not been given a square 

eal. 

Thus, in the early part of 1921 a prominent steel com- 
pany offered stock to its employees, shortly thereafter 
reduced its dividend, and passed it altogether the following 
year. Another case was where some employees mortgaged 
their homes and sold their Liberty Bonds in order to raise 
funds to pay for the preferred stock of a certain rubber 
company, which soon thereafter became ‘financially involved 
and had to be reorganized. It is in just such situations as 
these that employee ownership so often has a very serious 
and unexpected back-kick. 

Sometimes employee owner: 
ship is said to have the advan- 
tage of creating a new source of 
capital. It is doubtful, though, 
whether this is a sound justifica 
tion for the system. New capi: 
tal takes risks which should not 
be imposed upon men of small 
means, particularly where the 
enterprise is comparatively new 
or is not a fundamentally basic 
one. Only seasoned securities in 
sound, essential industries, it 
would seem, should be sold to 
employees. Their capital is 
small. They cannot afford to 

(Please turn to page 683) 
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Should the Small Speculator Be 
Barred From the Game? 


The Suggestion That a $10,000 Minimum Be Placed on 
Margin Accounts Stirs Up an Interesting Controversy 


Editor, Readers’ Forum: 


Now that the bear market has proven 
that the high level of margins demanded 
on speculative accounts by brokers during 
1929 failed in any way to strengthen the 
market’s structure and increased, rather 
than minimized, the losses of the public, I 
see that a suggestion is made by a promi- 
nent Chicago banker that the Stock Ex- 
change should bar the “small fry” from the 
game by setting a $10,000 minimum limit 
on margin accounts. I suppose this means 
the customer would have to put up at least 
$10,000. Such a rule seems extremely 
silly to me. What is the precise amount of 
cash a man must have to be presumed com- 
petent to look after himself? Will we be 
any better off when an idiot with $10,000 
can speculate and a wiser man with $9,900 
can not? We have gone a long way toward 
regulating the individual’s conduct. Why 
not pass a law making everybody buy 
Government bonds? Or perhaps we could 
form a national investment trust and let 
Washington place the bets!—P. G. H. 


There are as many ways of losing 
money as of making it, if not more, 
and if we are going to start attempting 
to protect the individual against specu- 
lative loss in stocks, provided he has 
less than $10,000 to risk, it would seem 
to be logical to extend similar restric- 
tions to other financial or business 
transactions in which loss is possible. 
We are inclined to agree with the 
above letter that the suggestion is silly 
and impractical. Marginal speculation 
is dangerous for the individual but 
serves a useful economic function. The 
function of the Stock Exchange is to 
provide a fair and open market for all. 
It does not encourage marginal specula- 
tion by small traders but on the other 
hand refusal to permit anyone with less 
than $10,000 to start a margin account 
would appear to be a high-handed and 
unjustified procedure. Many firms, of 
course, for business, rather than ethical 
or social reasons, establish their own 
rules and will not handle small ac- 
counts. The speculative urge of man- 
kind has expressed itself in everything 
from the tulip craze and the Missis- 
Sippi bubble to the Florida land boom. 
It is by no means confined to stocks. 
If it is suppressed here it can easily 
take some other direction. Short of 
Protecting the public against fraud, the 
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Stock Exchange would seem well ad- 
vised to leave it to its own devices. 
Furthermore, the imposition of an 
arbitrary limit upon margin accounts 
probably would result in various forms 
of evasion. It would be possible, for 
example, for several individuals to pool 
their resources and trade through one 
account or for brokers outside of the 
Stock Exchange to establish quite a 
business acting as intermediaries in 
such transactions. 


Should Orders Be Limited? 


Editor, Readers’ Forum: 

Some persons after deciding to buy or 
sell a stock give their broker an order at 
the market. Others name a price limit. In 
a limited order some place it for the day 
only, others leave it open, or good until can- 
celled. There doesn’t seem to be much 
rhyme or reason about these different 
methods, most traders or investors, acting 
solely according to their own tuhims. Per- 
sonally I see no possible advantage in buy- 
ing or selling at the market, as compared 
with setting a limit. Are there any general 
principles which you can outline on this 
subject for my guidance?—A. K. L. 


The most advantageous method of 
placing an order depends largely upon 
varying individual circumstances. To 
begin with, there is obvious reason for 
the investor and the trader to be 
guided by different principles. Gen- 
erally speaking, since the trader is in- 
terested in short, intermediate swings, 
it is more important for him to protect 
himself with a limit than for the in- 
vestor to do so. For both, however, 
there is much room for the exercise of 
discretion. Many persons in grasping 
at the last eighth of a point set a limit 
which prevents them from making a 
nice profit, the stock failing to reach 
the designated price. If one has de- 
termined the price he considers proper, 
there is little logic in quibbling over a 
difference of 1 point or so either way. 
It is always necessary to consider the 
condition of the market. If the move- 
ment of prices is violent in either direc- 
tion, common sense. suggests the ad- 
visability of using limited orders. 


Otherwise an order even in a standard 
stock might be executed at a price sub- 
stantially above or below that which 
the investor or. trader had in mind. 
Obviously a limited order is safer than 
a market order in stocks of small float- 
ing supply which are subject to wide 
fluctuations. Conversely, a market 
order is usually the most practical in a 
stock which fluctuates slowly. Between 
a day order and a “good till cancelled” 
order there is little or nothing to 
choose. 


What of Sponsorship? 
Editor, Readers’ Forum: 


I am sure there must be others among 
your readers who, like myself, would ap- 
breciate a discussion of banking sponsorship 
as related to a particular security. One ts 
told that this or that stock is “strongly 
sponsored.” How important is this factor 
among the various others that the investor 
must consider? And to what extent ts tt 
possible tor the outsider to obtain reliable 
information as to the sponsorship actually 
extended any stock?—D. K. 

Banking sponsorship is one of the 
secondary, although nonetheless impor- 
tant, factors that the investor should 
inform himself about before entering a 
commitment. Its importance naturally 
diminishes as a stock becomes more and 
more seasoned and more widely dis- 
tributed. With new issues, banking 
sponsorship is necessary to maintain a 
proper market. One takes a certain 
element of risk in buying any unsea- 
soned issue, but the better the char- 
acter and standing of the underwriting 
and sponsoring firm, the less the risk. 
The same principles apply here as 
apply in buying goods from any mer- 
chant. As an issue becomes seasoned, 
however, the earnings behind it and 
other factors bearing upon market 
valuation are available for investment 
consideration and sponsorship tends to 
become more or less passive. There is 
another side to the matter, however, 
for the relationship between most cor- 
porations and the banking firm which 
handles their financing is a permanent 
one and a strong banking firm usually 

(Please turn to page 681) 
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Business Still Awaits Fall Improvement 





STEEL 











* Extent of Seasonal Upturn Uncertain 


now turning their eyes toward 

the steel industry. They knew 
that the summer would be a dull 
one and their expectations proved to 
have been well grounded. Further- 
more, they expected a seasonal im- 
provement to make itself felt in the 
autumn and this too will undoubtedly 
be fulfilled. But this is not enough. 
They want to be able to gauge the ex- 
tent of the prospective betterment and 
this is very difficult to do, for there 
are as yet not even indications of it. 
In fact, steel ingot production for the 
country as a whole is slightly lower 
than it was last week, although ex- 
treme irregularity from the various 
centers is reported. Nevertheless, the 
fall upturn is coming and it is be- 
lieved that it will manifest itself more 


(Please turn to page 682) 
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(See footnote for Grades and Units of 
Measure) 
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Petroleum (6)... 
Coal (7) 
Cotton (8) 
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*Aug. 31, 1931. 

(1) Sheets, Pittsburgh, cents per lb. (2) 
Bars, Pittsburgh, cents per lb. (38) Basic 
Valley, $ per ton. (4) Electrolytic, cents 
per lb. (5) Pig (N. Y¥.) c. per Ib. (8) 
Kan., Okla., $2-32.9 deg. $ per bbl. (7) 
Pitts., steam mine run, $ per ton. (8) 
Middling (Galv.) ovnts per Ib. (9) No. 2, 
Hard, Winter (Kan, City) $ per bu. (10) 
No. 38, Yellow (Chic.), $ per bu. (11) 
Fresh loins, 10-12 Ib. (N. ¥.) $ per 100 Ib. 


Fine staple, clean (Boston), cents per lb. 
(16) Cuban raw 96 deg. deliv, (N. Y.), 
cents per Ib. (17) News Rolls (N. Y.), 
$ ~~ (18) Yellow pine boards, f. o. b. 
per M. 

















THE TREND IN MAJOR INDUSTRIES 


STEEL—As might be expected of any basic industry in the depths of 


depression, steel production at this time is most irregular. Certain 
centers report improvement which, however, is offset by decreasing 
activity in others. For the country at large operations are currently 
estimated to be at a rate slightly lower than last week when 324% 
of theoretical capacity was reported. Prices on the whole show 
little change. 


PETROLEUM—The vigorous action of two governors in closing the 


oil wells of their respective states with the help of militia is 
apparently having some much needed favorable results, even though 
the curtailment order in East Texas caused the greatest output on 
record before it could be put into effect. Gasoline prices are 
distinctly firmer in many important sections of the country, the 
Petroleum Institute having reported a much improved technical 
position which stocks on hand materially under the total of a week 
ago. 


AUTOMOBILES—This industry is still engaged in the usual Summer 


“jockeying” for position. Manufacturers are attempting to gauge the 
extent of the fall recovery, making plans for the various shows 
and above all keeping a wary eye on the other fellow. Ford per- 
haps is attracting more speculation than any other company and 
it seems likely that the new model will be given its initial presenta- 
tion to the public late in the year, probably December. 


TOBACCO—Production of cigarettes in the United States during July 


was nearly 10% below the output for the corresponding month of 
1930. This was the greatest decline in the history of the industry 
and the securities of the companies concerned were unsettled in 
consequence. It is possible, however, that the apprehension is being 
overdone, for output during the first seven months of this year, 
while behind 1930, is nevertheless ahead of 1929. 


COPPER—A firmer tendency in other commodities reacted to cause 


slightly greater optimism in copper circles. Export sales have been 
in somewhat better volume during the last few days, although the 
price is still 8 cents a pound, c.i.f., principal European ports. Like- 
wise there has been no change in the domestic quotation of 7/2 
cents. The market, however, has shown a tendency to dry up 
at this level. 


TIN—The recently formed international tin pool is having the initial 


effects customary to such an organization even though precedent is 
decidedly against its being ultimately successful. The present tin 
market is strong with prices at the highest levels in months. Spot 
straits tin is currently selling at 27 cents a pound. 


COTTON TEXTILES—Strength in the raw cotton market has com- 


municated itself to cotton textiles. Prices in general are firmer and 
inquiries are much more numerous, although it must be admitted 
that buyers are only interested in very small lots for immediate ship- 
ment. Fall requirements, however, will soon have to be taken care 
of and this will undoubtedly make for great activity. 
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Our Personal Service Department is prepared to offer advice on any security in which you may be 
interested or on the standing and reliability of your broker. This service in conjunction with your sub- 
scription should represent thousands of dollars in value to you. It is subject only to the following conditions: 

1. Be brief. 
2. Confine your inquiries to three securities only. 
3. Write name and address plainly. 

Special rates upon request to those requiring additional service. 








BEECH-NUT PACKING CO. 


My broker recommended that I buy 200 
shares of Beech-Nut Packing Co. He feels 
that it is good for a substantial advance on 
any upturn in the business outlook. What 
is your opinion? Is the dividend well pro- 
tected?—L. A. F., Madison, Wis. 


The products distributed by the 
Beech-Nut Packing Co, include ham, 
bacon, peanut butter, jellies, marma- 
lades, beans, spaghetti, macaroni, cof- 
fee, confections and chewing gum. 
About one-half of the company’s gross 
and net earnings are derived from the 
sale of chewing gum and confections. 
Earnings in the first quarter of the cur- 
rent year fell off slightly from results 
for the initial three months of 1930, 
and the report for the second quarter 
showed a decline of about 17% from 
the similar period of 1930. For the 
first six months of the current year, net 
income amounted to $2.63 a common 
share, compared with $2.96 in the 
initial half of 1930. Dividend re- 
quirements for the first half of the cur- 
rent year were covered by a good mar- 
gin, and we see no reason to believe 
that the present annual $3 rate will be 
disturbed. Earnings in 1930 were 
equivalent to $5.51 a share, and it has 
been estimated that slightly more than 
$5 a share will be reported for the full 
year 1931. The products of the com- 
pany have a widespread demand, and 
can hardly be classed as luxury items. 
The fact that earnings are holding up 
well during a period of reduced public 
buying power augurs well for the 
future of this enterprise. The stock 


possesses merit as an income producing © 


medium, and we would favor commit- 
ments made on that basis. Gradual 
price appreciation may be looked for 


with a return to normal business con- 
ditions. 


_R. H. MACY & Co., INC. 


I have been very favorably tmpressed 
with the market action of R. H. Macy 
é& Co. It seems to me that with 
the big holiday season ahead that this 
company should offer a real investment 
opportunity at this time. Do you favor 
commitments now?—P. J. S., York, Pa. 


R. H. Macy & Co., one of the 
world’s leading department stores, not 
only has withstood the business de- 
pression, but is now in a position to 
increase its profits when trade returns 
to normalcy. An annex to the New 
York store will be completed by the 
end of the summer, and this will add 
about 25% to the floor space of the 
main unit, providing facilities for han- 
dling a sales volume of more than 
$150,000,000 a year. The preeminent 
position of R. H. Macy & Co. in its 
field is due largely to its policy of un- 
derselling competitors, and the fact that 
operations are conducted on a strictly 
cash basis. The company earned $4.81 
on 1,354,931 common shares in the 
fiscal year which ended January 31, 
1931, compared with $6.70 a share on 
1,304,010 shares a year earlier. The 
showing in the past fiscal year was ex- 
cellent, considering the fact that busi- 
ness conditions were below normal dur- 
ing the period. Earnings in the cur- 
rent fiscal year may show an increase 
due to the fact that the company will 
have the benefit of additional selling 
space during the last half of the period, 
in addition to lower operating expenses. 
In addition to the New York store, R. 
H. Macy & Co. has affiliates in New- 


ark; Toledo, Ohio; Atlanta, Ga. The 
$3 dividend is well covered by earn- 
ings and the outlook for the company 
appears to be wholly constructive. In 
view of the fact that the holiday sea- 
son is ahead, we would not oppose 
gradual commitments during periods of 
market weakness for holding as a 
longer term semi-investment. 


GLIDDEN CoO. 


I am holding 500 shares of Glidden at 
an average cost of I recently read 
where this company had the biggest June 
business in its history and yet it stays close 
to its low for the past two years. What is 
wrong? Why doesn’t it do better market- 
wise? Would you advise me to continue 


- holding my stock?—A. J. G., Erie, Pa. 


Although the Glidden Co. is a 
dominant factor in the paint and 
varnish field, the food products branch 
accounts: for approximately 47% of 
the total volume of business transacted 
by the company. The paint and 
varnish division contributes some 37% 
of the total business, with chemical and 
pigment sales making up the remain- 
der. In the fiscal year which ended 
October 31, 1929, the company earned 
$3.50 a share on its common stock, but 
the business depression severely affected 
operations in che past fiscal year when 
there was a deficit of $0.77 a common 
share. For the six months ended April 
30, last, there was a deficit of $0.34 a 
share, but according to an official an- 
nouncement, operations improved in 
March and there was a profit in April. 
June retail store sales of the company 
continued the uptrend. The common 
shares are junior to a bonded debt of 
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$6,000,000, due in 1935 and 74,443 
preferred shares. Restoration of for- 
mer earning power will necessarily 
await a substantial upturn in general 
business and patience must be exercised 
with your shares. As a business man’s 
risk, the shares possess some possibili- 
ties and consequently, we see no rea- 
sn for sacrificing your equity at this 
time provided you are willing to treat 
as a radical speculation. 


ENDICOTT JOHNSON CORP. 


Would you advise me to take my profit 
on 100 shares of Endicott Johnson Corp. 
which I bought at 35? The yield ts satis- 
factory, but I do not want to lose my profit 
if it looks as though there is likely to be 
any let up in their business—H. D. O., 
Baltimore, Md. 


The Endicott Johnson Corp. ranks 
as the second largest manufacturer of 
leather footwear and of late has taken 
a more prominent position in the pro- 
duction of rubber footwear. Opera- 
tions last year were unsatisfactory due 
to the sharp decline in raw material 
prices and the adverse business condi- 
tions prevailing. The company makes 
all the rubber soles and heels used in its 
plants and also furnishes the greater 
part of the necessary leather require- 
ments. Only $0.14 a share was earned 
in 1930, against $5.01 in the previous 
year. However, it would appear that 
the corner has been turned as $2.51 a 
share was reported in the initial half 
of 1931, as compared with $2.12 in the 
corresponding half of 1930. Even bet- 
ter results are looked for in the final 
half year. and the company’s inventory 
position has been considerably im- 
proved. The company possesses the 
distinct advantage at this time of pro- 
ducing lower price brands. We note 
that you have a satisfactory profit but 
we believe that you might well retain 
it for further moderate gains in the 
months to come. 


PURITY BAKERIES CORP. 
What is your judgment as to the ad- 
usability of continuing to hold Purity 
Bakeries? I have a small loss at current 
prices but prefer to take my loss if you 
feel that the company does not offer possi- 
bilities —R. J..D., Dayton, Ohio. 


The Purity Bakeries Corp. closed the 
year 1930 with 338 retail stores in op- 
eration, in addition to more than 2,000 
delivery routes which distribute the 
company’s products to more than 100,- 
000 retail stores. Subsidiaries include 
the following: The Purity Baking Co., 
Purity Bakeries of Indiana, Wernig 
Baking Co., Dixie Baking Co., Tip 
Top Baking Co., Cushman’s Sons and 
Banner Grocers Baking Co. Earnings 
in 1930 showed the results of the busi- 
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ness depression, falling to $5.13 a share 
from $7.02. in 1929 and for the 28 
weeks ended July 11, per share results 
were $1.48 against $3 in the corre- 
sponding period of 1930. However, 
an encouraging factor was the im- 
provement in operations witnessed in 
April of this year. The management 
reports that this uptrend has been con- 
tinued and this may justify continu- 
ance of the present annual $3 dividend 
rate. A strong financial position is 
maintained and the company is firmly 
entrenched in its field. The shares are 
speculative, but in view of their pres- 
ent deflated level, we counsel further 
retention since the outlook over the 
longer term is constructive. 


MAY DEPARTMENT STORES CoO. 


I have been somewhat disappointed in the 
market action of May Department Stores. 
It has had a very narrow price range so 
far this year. What is the reason? Do 
you advise me to continue holding my stock 
or would you sell it now?—M. V. H., Wor- 
cester, Mass. 


The addition to the Cleveland unit 
of the May Department Stores Co., 
operators of retail stores in a number 
of the larger cities of the country, will 
be completed by October 1, bringing to 
a close a program under which all of 
the company’s outlets have been en- 
larged and modernized. The expanded 


quarters will enable the company to 
handle a greater volume of business in 


a more efficient manner. In the 1930 
fiscal year, a period of reduced public 
purchasing power, earnings of May 
Department Stores declined 30% from 
1929 levels, per share results being 
$3.03 and $4.75, respectively. It is re- 
ported that dollar sales for the six 
months ended July 31, 1931, were 
3.2% below the corresponding period 
of 1930, although the physical volume 
of sales was higher. The stock appears 
to lack active sponsorship, but is an 
attractive speculation on the future of 


an important group of modernized de- 


partment stores. The financial position 
of the company has been improved 
since the beginning of the current fiscal 
year and we see no reason for sacrific- 
ing the issue during a period of market 
stagnation. 


CROSLEY RADIO CORP. 


A friend has called my attention to the 
low price of Crosley io common. I 
realize that the shares must be considered 
speculative, but wish to know if a commit- 
ment is favored on that basis at this time. 
—O. S. T., Tulsa, Okla. 


The Crosley Radio Corp. is one of 
the pioneer companies to engage in the 
manufacture of radio receiving sets, 
and loud speakers for home use, but in 


recent. months, the company has con- 
centrated efforts toward diversifying 
production. The company formerly 
specialized in medium priced neutro- 
dyne radio receiving sets, but in the 
past year, shifted to midget models. 
Profit margins on the midget sets were 
correspondingly smaller, and conse- 
quently, in the 12 months which ended 
March 31, 1931, there was a net loss 
of $917,648 against a loss of $431,059 
a year earlier. In the first quarter of 
the current fiscal year there was a net 
loss of $144,957, an improvement over 
the net loss of $300,070 in the June 
quarter of 1930. In order to diversify 
its production, and consequently elimi- 
nate the seasonal nature of its busi- 
ness, the company has brought out an 
electric iron, and is said to be experi- 
menting on an electric refrigerator. 
Sales in the current year are reported 
to be running ahead of 1930, but with 
profit margins small, the outlook over 
the near term cannot be considered 
promising. No dividends are paid on 
the common stock, and disbursements 
are not in early prospect. With little 
possibilities seen for earnings expansion 
over the near term, the shares must be 
considered too highly speculative for 
the average investor, and consequently, 
we do not favor representation in the 
issue at this time. 


AMERICAN CAN CoO. 


A friend of mine who ts connected with 
a large food chain system recently quoted 
me some figures showing the tremendous 
growth in the consumption of canned goods, 
It seems to me that with this trend a com- 
pany like American Can should offer out 
of the ordinary investment possibilities. 
What are its prospects, is its dividend well 
protected and do you advise me to buy it? 
—E. M. F., Indianapolis, Ind. 


The use of tin containers has spread 
widely in recent years, and while more 
than 50% of the output of the Ameri-. 
can Can Co. is taken by the packers 
of vegetables, fish, meat, food, etc., 
about 45% of the company’s business 
comes from the production of tin con- 
tainers for such products as oil, paints, 
coffee, toilet articles, cigarettes and 
others. This diversification has given 
stability to earnings, although opera- 
tions are somewhat affected by varia- 
tions of crops of fruit, vegetables and 
fish hauls. The earnings trend has 
been steadily upward for many years, 
with net income in 1930, a year of de- 
pressed general business at a record 
level. Per share results in 1930 were 
$8.08 which compares with $8.02 a 
year earlier. Sales in the first six 
months of 1931 were reported to be 
about 8% below the levels of a year 
earlier and with a smaller vegetable 
pack in prospect, full year earnings 
likely will show but a small decline 
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Associated Telephone |New York Stock Exchange 


and Telegraph Company 
100 West Monroe Street RAILS 


Chicago, Rlinois 
DIVIDEND NOTICE 1981 Last Diva 


The Board of Directors of Asso- « sea sic > feb. 88 
ciated Telephone and Telegraph 8/26/31 Share 
Company has declared the regular ; 3654 
dividend of $1.75 per share on the 10 
7% First Preferred stock; $1.50 
per share on the Six Dollar First 
Preferred stock; $1.0@ per share B 
= o $4. i Preference stock; and 
per share and an additional 
and participating dividend of 50c Bangor & Areostook 
per share on the Class A stock for 
the quarter ending September 30th, Pfd. 
are Dazee p poner ist, 1931, to 
stockholders of record at ‘the close 
of business September 16th, 1931. Canadian 8 
Chesapeake & 
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10@ Share or Odd Lots 


Your orders, whether large or small, 
receive the same careful attention— 
always ... Consult our Statistical De- 
partment freely on investment matters. 


Write Dept. MG-8 


Gistoum & (HAPMAN 


Members New York Stock Exchange 
Members New York Curb Exchange 


52 Broadway New York 
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Lehigh Valley 


To the President Loulsville & Washivili 
of a Dividend-Paying 
Corporation :— 


Why should you publish your 
dividend notices in The Magazine 
of Wall Street? 


You will reach the greatest 
number of potential Stock- 
holders of record at the time 
when they are perusing our 
magazine, seeking sound se- 
curities to add to their hold- 


ings. tnd Pfd Lil 68% 20 
' 30% 14% 
Do Pfd. 87% 


By keeping them informed on 81% 10% 
of your dividend action, you ett AND MISCELLANEOUS 
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of good will for your Com- 

- & ri Air Reduction, 
pany, which will result in | Allesheny Corp. 
wide diversification of your 
securities among these influ- > 

Amer. & Foreign Power... 


ential investors. American Ice 
Amer. International Corp 





Place The Magazine AE 
Wall Street on the lst of 
publications carrying ‘your 
next dividend notice! 
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Price Range of Active Stocks 


INDUSTRIALS AND MISCELLANEOUS (Continued ) 


1929 1930 





£ - 7" c 
A High Low High 
Assoc. Dry Goods 10% 25 50% 
Atlantic, Gulf & W. 1. 8.8. Line 86% 32 80% 
Atlantic Refining | 17% 51% 
Auburn Auto 


B 
Baldwin Loco. Works 
Barnsdall Corp. Cl. A.. 
Beech Nut Packing .... 
Bendix Aviation 
Best & Co. 
Bethlehem Steel Corp 
Bohn Aluminum 
Borden Company 
Borg-Warner 

Mf, 


Go 
California Packing 
Calumet & Arizona Mining 
Calumet & Hecla 
Canada Dry Ginger Ale 
Case, J, 
Caterpillar 
Cerro de Pasco Copper 
Chesapeake Corp. 
Childs Co. 
Chrysler Oorp. 
Coca-Cola Co. 
Colgate-Palmolive-Peet 
Colorado Fuel & Iron 
Columbian Carbon 
Colum. Gas & Electric 
Commercial Credit 
Commercial Solvent 
Commonwealth Southern 
Consolidated Gas of N. Y¥ 
Continental Baking Cl. A 
Continental Can, Inc. 
Continental Oil 
Corn Products Refining 
Crucible Steel of Amer 
Cudahy Packing 
Curtis Publishing 
Curtiss Wright, Common 
Curtiss Wright, A 


Davison Chemical 
Drug, Inc. 


E 
Eastman Kodak Co 
Eaton Axle & Spring 
Electric Auto Lite 
Elec. Power & Light 
Elec. Storage Battery 
Endicott-Johnson Corp. 


F 
Firestone Tire & Rubber 
First National Stores 
Foster Wheeler 


General 

General 

General 

General 

General 

General Motors Corp.... 
Railway Signal.... 
brag 
afety Razor 

Gold Dust Corp 

Goodrich Co. (B. F.) 

Goodyear Tire & Rubber 

Granby Consol, Min., Smelt. & Pr. 

Great Wester 

a estern Sugar 
Gulf States Steel” 


z 
Hershey Chocolate 
Houston Oil of Texas 
Hudson Motor Car 
Hupp Motor Car 


I 
Inland Steel 
Inter. Business Machines 
Inter. Cement 
Inter, Harvester 
Int. Match Pfd, 
Inter. Nickel 
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Odd Lots 


Diversified crops have saved 
many a farmer from a lean 
year. 

By the same token, in the field 
of investment, a few shares of 
seasoned stock in diversified 
industries offer greater safety 
than a large commitment in one 
industry. 

Our interesting booklet explains 
the many other advantages 
offered to the Odd Lot In- 
vestor. 


Ask for M.W. 490 


100 Share Lots 


John Muir&@ 


Members 
New York Stock Exchange 


39 Broadway New York 


Branch Offices 
11 W. 42d St. 41 E. 42d St. 




















THE BACHE REVIEW 
Facts and Opinions Condensed 


Readers of the Review are in- 
vited to avail themselves of 
our facilities for information 
and advice on stocks and 
bonds, and their inquiries will 
receive our careful attention, 
without obligation to the cor- 
respondent. In writing please 
mention The Bache Review. 


Sent for three months, without charge 


J.§. BACHE & Co. 


Members New York Stock Exchange 


42 Broadway New York 

















Complete Investment 
and 


Brokerage Service 


Leaflet explaining Margin 
requirements sent on request. 


MCCLAVE & CoO. 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Associate) 


67 Exchange Place, New York 
Telephone HAnover 2-6220 


BRANCHES 
Central Savings Bank Bldg., 2112 Bway., N. Y. 
1451 Broadway, Cor, 41st St., N. ¥. 
71 Vanderbilt Avenue, N. ¥. 
New Brunswick, N. J. 




















New York Stock Exchange 


Building “lk. Loan Asin's| >. : 
| Price Range of Active Stocks 
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can. En ay the een and 
iiberal’ tneome offered Colorado’ — b 
Guarantee Capital Association. Sound. # 
servative. State Supervised. i 
PASS BOOK ACCOUNTS permit deposits of Mont. Ward & Co 
varying sums from time to time, as Z 
CERTIFICATES in nal form are Issued for I BENE Bsn iscc ow sccccvece 
lump sum investments National Biscuit ................ 
Owned by investors in 46 states and 11 National Cash Register A....... 
foreign countries. National Dairy Prod............ 86 
Write today, now, for folder S 16 Mattenel TARE oiissos cc cccccccce 3 


explaining withdrawal and other priv- National Power & Light......... 
tleges. North American Co............. 


SILVER STATE oe 


Building and Loan Association Pacific Gas & Electric.......... 
Pacific Lighting ............... 
1644 Welton Street: Denver, Colorado Packard Motor Car ............ 
Paramount Publix oe 
Penney (J. C.) ...... 
Phillips Petroleum 


In addition to 612% PTE: ahtpeveds bhisscss 
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dividends—payable semi-annually, || | Purity Bakeries ................ 
by either coupon or check, our 
Radio Corp, of America......... 


certificates issued in units of Sistdthonkeen ........... 


me eee ee eee ee ee. 


Reynolds (R. J.) Tob. Cl. B.... 


Safety of Principal BE ot eokscssuss..-- 


Guaranteed Income mo Ad 
. ss Sears, Roebuck ° 
Borrowing Privileges Shell’ Union Oil. 
Simmons Co. 


No Fluctuation in Price Sinclair Gontol. Gil! Gorp 
Skelly Oil Corp 


CTA 
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A card from you will bring full de- 
tails regarding this excellent safe 
investment. Ask for Booklet “‘A.” 

‘Warner Speedometer coe 


THE BANKERS BUILDING be be 
& LOAN ASSOCIATION || | ov 


1510 Glenarm St., Denver, oJ Texas Gulf Sulphur . 
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Tide Water Assoc. Oil... 
Timken Roller Bearing 
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Underwood-Elliott-Fisher 
Union Carbide & Carbon 
United Aircraft & Trans 











TT TT 








New York 


HTT 








uu 


aving systematic ally is 
¢ason why somany people ari 


rig ucce ssfu I. bel tm acl 


abi t of kaving reqular 


surmontl hly iT 


PUTTER TEETH 


E77] 


ince vourscelf 


Youngstown Sheet & Tube 
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SU NACATTT What Outlook 9 Now, For MMMM 


Chain Store 
Stocks ? 


@ These stocks clearly are deflated, very low. 


PUUNUSOOOUITUNNNOONOI IQ NUUOOOIOONNOOOOO0IQIUOOOOOOOUNOQ000 1 UNUQOQN0I000NOON00000N 


@ Meanwhile retail sales, as compared with steel company and motor sales which are 
sharply off—are holding up very well. Leading grocery chains, in fact, are selling a record 
heavy tonnage of goods his year. 


@ What of fall business, taxes, earnings outlook for 1932? Are chain store stocks a pur- 


chase, now? 


Our Special Report on Chain Stores covers all these matters, 
also these stocks, whether to 


Buy, Hold, Sell or Exchange 


Kroger Grocery? S. S. Kresge? Montgomery Ward? 


National Bellas Hess? Safeway Stores? Drug, Inc.? 

Park & Tilford? May Dept. Stores? Childs? 

Schulte Retail? J. C. Penney? Hahn Dept. Stores? 
Sears Roebuck? A. & P.? Asso. Dry Goods? 


@ A few extra copies of this valuable report, prepared for Clients of our Service, have 


been reserved for distribution, free—as long as the supply lasts. Every investor already 


holding or thinking of buying chain store stocks should send for a copy of this Special 


Report and read it with care. 


Clip coupon at right 
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American Securities 


American Securities Service 
140 Norton-Lilly Building, New York 


Kindly send me copy of your “Special Report on 
Chain Store Stocks;’ also copy of “Making Profits 
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Answers to Inquiries 
(Continued from page 667) 








from the 1930 peak levels. The longer 
term outlook for American Can is most 
promising, and with the dividend well 
earned, we would not be opposed to a 
moderate purchase, if made for the 
purpose of holding for at least a year. 


CUDAHY PACKING CO. 


I have 200 shares of Cudahy Packing 
which average about 45. In view of their 
volume of business I expected this purchase 
to show a nice profit. While it returns a 
high yield this would not help any if the 
price goes down. Would your advice be 
to sell?—C. M. M., Scranton, Pa. 


The Cudahy Packing Co., a leader 
in the packing industry,’ derives the 
greater part of its revenues from the 
sale of meat and meat products, but 
the manufacture of other products 
tends to stabilize earnings during 
periods of depression in the meat busi- 
ness proper. One of the most impor- 
tant and widely known by-products is 
“Old Dutch Cleanser,” which likely 
contributes a sizable portion to the 
annual earnings of the Cudahy Pack- 
ing Co. Earnings for the fiscal year 
which ended November 1, 1930, were 
equivalent to $5.03 per common share, 
the largest since 1916, as compared 
with $4.13 in the 1929 fiscal year. 
Sales last year were the lowest since 
1925, and the increase in net income 
demonstrates the operating efficiency of 
the company. In the first four months 
of the current fiscal year, operations 
were unprofitable, due to sharp de- 
clines in inventory values, but the 
trend changed in March and opera- 
tions have been profitable since that 
time. The stock is primarily attractive 
for holding as a longer term semi-in- 
vestment issue, since a return to nor- 
mal conditions will greatly improve 
profit margins. Therefore, we would 
not favor a sale now, provided you are 
willing to hold for a period of a year 
or more. 


ANACONDA ae MINING 


Would you favor the purchase of 50 
shares of Anaconda at about 25 for hold- 
ing for six months? I have some idle 
funds on hand and the shares appear at- 
tractive provided the near term outlook 
is promising.—J. S. M., Peoria, Ill. 


The Anaconda Copper Mining Co., 
through ownership of Chile Copper 
Co., and the Andes Copper Minin 
Co., controls two of the largest an 
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most important sources of low cost cop- 
per in the entire industry. It has been 
estimated that both of these companies 
can produce the metal at a cost under 
7 cents per pound. Ownership of such 
low cost producers is a highly impor- 
tant factor at the present writing, since 
copper is currently quoted at extreme 
low levels. However, even the low 
cost copper producers are finding it ex- 
ceedingly difficult to operate on a satis- 
factory basis with the “red metal” at 
current levels. Earnings for 1930 
amounted to but $2.07 a share as 
against $8.29 in 1929. The company 
is in a favorable financial position, 
although surplus was reduced by more 
than $24,000,000 in 1930, as inventory 
losses and contingency reserves were 
charged against surplus. Based on cur- 
rent estimates, it would appear likely 
that earnings for the full year 1931 
will be considerably under 1930 levels, 
and the shares do not appear to be par- 
ticularly attractive at the present writ- 
ing. While the company likely will be 
among the first of the copper producers 
to show an improvement in earnings 
when conditions warrant, the outlook 
over the near term is not promising, 
and pending indications of an improve- 
ment in demand for copper at a sta- 
bilized price, we suggest that you main- 
tain a neutral attitude toward the 
shares. 


HOMESTAKE MINING CoO. 


Will the upturn in general business ad- 
versely affect gold miming? I note that 
Homestake Mining ts close to its high for 
the past several years. Would your opin- 


ion be to take my profit or do condittons. 


warrant holding for higher levels?—D. J. 
A., Duluth, Minn. 


The Homestake Mining Co., one of 
the lowest cost gold mines in the world 
reported an increase in net income last 
year to $1,492,871, or $5.94 a share, 
from $1,044,070 equivalent to $4.16 a 
share in 1929. Earnings of gold pro- 
ducers show a sharp trend upward dur- 
ing a period of depressed general busi- 
ness with the resultant lower wage 
scales and commodity prices. Gold 
quotations remain stable with no fall- 
ing off in demand, and consequently 
the lower production costs benefit pro- 
ducers during such a period as has ex- 
isted for the past 18 months. The fa- 
vorable showing of the Homestake 
Mining Co. last year was made despite 
a fire which temporarily interrupted 
operations of the company. The com- 
pany maintains a strong financial con- 
dition and has a simple capitalization, 
comprising but 251,160 shares of com- 
mon stock. ‘Total dividends paid are 
not covered by earnings, as partial pay- 
ments are made from reserves, although 
dividends have been paid in every year 
but one since 1903. Business has not 
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yet recovered sufficiently, to increase 
Homestake’s production costs and we 
believe further retention of your shares 
justified. However, a stop to protect 
your profit would be a conservative 
measure. 








Stocks With Thin Markets 
(Continued from page 662) 








“specialties.” It should be noted 
in this connection that a thin market 
can result from concentration of 
ownership in few hands as well as 
from seasoning whereby stock is thor. 
oughly distributed to many outright 
holders. ‘The market resulting from 
concentrated ownership, however, may 
be either actually, or merely poten- 
tially, thin; according to whether own- 
ers of the stock are not, or are, inter. 
ested in maintaining a close market. 
Where a company has. been almost 
completely absorbed by another com 
pany, so that only a small minority 
interest remains outstanding, the mar- 
ket for the minority stock is likely to 
be very thin. Instances of this are 
Mexican Petroleum, now owned by 
Pan American Petroleum, and Colo 
rado & Southern (see accompanying 
chart), which is controlled by the 
Burlington. On the other hand, if 
most of the floating supply has been 
absorbed by a pool, a fairly close mar- 
ket may be maintained for the stock 
in order to avoid the appearance of a 
corner. Such a market, however, is 
illusory; for the pool may choose at 
any time to run in the shorts by calling 
stock it has loaned, or may suddenly 
withdraw support and permit a per 
pendicular decline in the price. Thus 
the market for a stock that is virtually, 
though not officially, cornered by a 
pool should be. regarded as potentially 
thin. It is obviously dangerous for an 
outsider to trade in such stocks, and 
many brokers will not accept an order 
in them, except for cash. 

Listed stocks generally enjoy a closer 
market than over-the-counter issues; 
because the leading exchanges will not 
list a stock unless it is fairly well dis 
tributed. 

Inactivity in a stock is a pretty sure 
indication of a small floating supply, 
whereas great activity ordinarily re 
sults from a large floating supply. Con: 
sequently the closeness of the market 
in a stock is usually in direct propor’ 
tion to its activity. There are times 
when, for one reason or another, 4 
normally inactive stock—listed or un 
listed—may suddenly become very a 
tive. Some startling news develop’ 
ment, liquidation by a large holder, of 
a contest for control, may bring tem 
porary activity to a normally inactive 
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“ODD LOT YRADING”’ Institute, a building and loan association 
“s bers New York Stock operatiug under strict state supervision. 
Join Wait & On, mente Send today for descriptive literature. (835). 


Exchange, are distributing to investors 
their booklet ‘‘Odd Lot Trading,’’ which ex- 
plains the many advantages diversification 
offers to large and small investors. (225). INVESTMENT PROFIT INSURANCE 

The most logical form of investment profit 
insurance is represented by the personal and 


THE BACHE REVIEW continuous counsel rendered by the Invest- 
A summary of the general financial and ment Management Service. Write for full 
business situation, published every week by information. No obligation, (861). 


J. S. Bache & Co., 42 Broadway, New York. 
Sent on application. In writing please F 
mention the Bache Review. (290). A SURE INCOME OF 5% TO 7% 

is made possible by the building and loan 
method of operation in Colorado, where 


MAKING PROFITS IN SECURITIES state supervision is maintained. Booklet 
Are you profiting by the major and also the 876 of Colorado’s largest guaranty capital 
minor swings of the market? If not, you association tells why. 


will be interested in the above booklet is- 
sued by a leading financial service in New “A CHAIN OF SERVICE” 


Teck ity. (87%). describes and illustrates the history and 
development of the Associated Gas and 
ENJOY MONEY Electric System. A complimentary copy 


is the title of a booklet issued by Investors’ will be forwarded simply by requesting 
Syndicate. If you are interested in some 884. 
day enjoying your money, send today for 
your complimentary copy giving you —_— MARGIN REQUIREMENTS 
i guage oe ae oe McClave & Co., members New York Stock 
° Exchange, will gladly forward a leaflet ex- 
plaining margin requirements without ob- 
A COMPLETE FINANCIAL LIBRARY IN 11 VOLUMES ligation. (891). 
These eleven Standard Books, published by 
The Magazine of Wall Street, cover every | INTERNATIONAL HYDRO-ELECTRIC SYSTEM 


oo gy a on Rage ~ vo A new folder describes International Hydro- 
Write i descriptive circular (752) Electric System in detail, including photo- 
e aw graphs of important properties in the United 


States and Canada. Write today for 894. 
WHEN TO BUY AND WHEN TO SELL 
The Investment and Business Forecast, a “AGLOW WITH FRIENDLINESS” 


security advisory service, conducted by The ‘ 
> pei of Wall Street, definitely aavinen The unique and fascinating magazine pub- 
subscribers what securities to buy or sell lished by the Fort Shelby Hotel in Detroit 
short and when to close out or cover. (783). will gladly be mailed to anyone contem- 
plating a trip to Detroit. Write today for 
your complimentary copy together with a 
TRADING METHODS free road map. (897). 


The handbook on Trading Methods, issued 
by Chisholm & Chapman, contains much | ELECTRIC BOND AND SHARE COMPANY 


helpful information for traders. A copy 
will be senp to you upon request together | [O1. Titos igentified with the Electric Bond 
with their latest Market letter. (786). and Share Company? Full information on 
any of them will be gladly furnished upon 

PARTIAL PAYMENT PLAN request. (898). 


An old established New York Stock Ex 


change house invites the purchase of high 
grade listed securities on monthly time TELEPHONE PLAN OF MARKET COVERAGE 


payments. Descriptive booklet of plan sent The Bell System bas developed a Telephone 
on request. (813). Plan of Market Coverage to help its cus- 
tomers increase business and cut costs. 


An experienced telephone’ representative 

DO YOU SAVE REGULARLY? will show you without obligation how they 
Subscribe to the monthly installment shares can be adapted to a special plan for aiding 
of the Serial Building Loan & Savings your business. Send for details. (899). 




















MARKET STATISTICS 


N.Y. Te D J A “ datos. 

. Y. Times ow, Jones Avgs. ocks——, 

40 Bonds $0 Indus. 20 Rails wah Low Sales 
Monday, August 17 ........... 81.50 140.98 69.99 127.80 124.87 1,339,990 
Tuesday, August 18 ........... 81.27 141.26 69.26 127.16 123.69 1,704,870 
Wednesday, August 19 ....... 80.95 141.72 69.64 125.78 123,95 1,083,070 
Thursday, August 20 .......... 80.84 141.93 70.04 126.51 124.67 1,068,680 
Friday, August 21 ........... . 80,60 138.60 69.00 125.43 122.15 1,306,178 
Saturday, August 22 .......... 80.59 187.76 68.33 122.71 121.61 424,050 
Monday, August 24 ........... 80,16 137.62 67.75 122.16 120.41 824,304 
Tuesday, August 25 ........... 80.09 136.65 67.54 122.68 120.34 857,790 
Wednesday, August 26 ..... --- 80.15 139.93 68.16 123.47 120.25 841,719 
Thursday, August 27 ......... 80.28 138.66 67.90 123,70 121.80 836,850 
Friday, August 28 ........... 80.60 140.78 68.35 124.75 122.26 929,750 
Saturday, August 29 .,........ 80.74 142.08 69.02 125.32 124,19 473,290 
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stock. It is dangerous to become en- 
tangled in a stock at such times, for the 
activity may dry up suddenly and 
leave you hung up as an involuntary 
investor. 

During periods of general market 
dullness even the normally active stocks 
may become inactive and develop thin 
markets. On Saturday, July 18, 1931, 
for example, while awaiting the out- 
come of the international conference 
on the German debt crisis, only 380,- 
000 shares changed hands on the New 
York Stock Exchange. Out of a total 
of about 1,360 issues of stock listed, 
there were sales in only 390. For 19 
of the 970 issues that did not appear 
at all on the tape that day, there were 
no bids. On 26 there were no offers, 
and 10 were not even quoted. 


On preferred stocks there is normal- 
ly a widespread between bid and ask 
prices; because most of these are 
securely lodged in the hands of out- 
right investors. The Stock Exchange 
also has a special list of some 200 very 
inactive stocks in which the normal 
unit of trading is ten shares, instead of 
the regulation 100 shares. These are 
traded in at the bond posts, upon writ- 
ten bids and offers, and their market is 
very thin. Transactions in this special 
list are not put through the odd lot 
houses, if in multiples of ten shares; 
but the minimum one-way commission 
is 20 cents a share on stocks selling at 
$10 or over, 10 cents, when the price 
is between $5 and $10, and 5 cents on 
stock selling for less than $5. 

The accompanying chart illustrates 
the typical behavior of an inactive 
stock. We have selected Colorado & 
Southern, in which the regulation trad- 
ing unit is still 100 shares, and plotted 
its price movements against THE 
MAGAZINE OF WALL STREET'S Rail- 
road Group Index. Two common 
characteristics of inactive stocks show 
up clearly here and are worth noting. 
In the first place, it will be observed 
that an inactive stock tends to follow 
the trend of its group or, if it belongs 
to no homogeneous group, it moves 
with the general market. If there 
have been no sales in a stock for weeks, 
and the general market has advanced 
considerably in the meantime, the next 
transaction, when it does come out on 
the tape, will be considerably higher 
than the last previous sale. Usually 
this invisible trend may be detected in 
the day-to-day changes in the stock’s 
bid and ask prices, which tend to shift 
with the general market. 

In the second olace it will be ob- 
served that stocks with a thin market 
(i. e., the so-called “Specialties”) tend 
to turn downward before the general 
market, and upward later than the 
general market. By observing the ac- 
tion of specialties one may therefore 
often obtain a valuable hint of the ap- 
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proaching end of a major upward 
movement in the main body of stocks. 
The method is obviously of no value, 
though, in predicting the termination 
of a bear market. 

From the foregoing outline one may 
now derive the following precautions 
to be observed when dealing in stocks 
with a thin market: 


1. Thin stocks are dangerous trad- 
ing media for anyone who 
swings large quantities of stock. 
They are usually suitable only to 
outright investors for the long 
pull. 

Never place a market order in 
an inactive stock; but limit your 
order and make it G. T. C. 
(Good Till Cancelled). 

If you have a reasonable trading 
profit in a specialty, take it while 
the stock is comparatively ac- 
tive; otherwise the stock may go 
dead on your hands, and you 
may have to wait a long time to 
get out again at a profit. 

Most preferred stocks have thin 
markets, and should be handled 
accordingly. 








Gold Standard or 
Bimetalism? 
(Continued from page 639) 








The member banks are required to 
maintain reserves with the Reserve 


banks to the extent of from 3 to 10: 


per cent of their deposits. As they in- 
crease deposits, through loans to cus- 
tomers, the absolute amount of their 
reserves must be increased. The Fed- 
eral Reserve banks may issue notes to 
the extent of 2.5 times their gold re- 
serves. Against such notes the mem- 
ber banks may extend credit to such a 
measure that the gold reserves are 
finally carrying credit to the extent of 
ten to twenty times their amount. 

It is conceivable that the wealth back 
of money and credit might be some- 
thing else than gold or silver. Money 
and credit might be based upon actual 
property. To a certain extent we have 
this feature in the power of the Federal 
Reserve system to discount eligible 
commercial paper and issue its notes 
against it. During the reconstruction 
period in Germany resort was had to 
rentenmarks, which were paper money 
secured by something like a mortgage 
on the industries of the nation. 

The gold standard must work or go. 
The chances are that it will slowly re- 
sume its job, but the experience of the 
last few years suggests that there ought 
to be brains enough in the world to 
keep the system working at the top 


notch of efficiency. At present it is a 
universal system of a very delicate 
fabric, with nobody on the job to 
supervise and tend it as a whole. It is 
subject to all sorts of minor breakages 
at different times in different parts of 
the world, and a lot of mechanics are 
tinkering with at cross-purposes, but 
there is no chief engineer. One cen- 
tral bank may be trying to make a re. 
pair which another central bank con- 
siders a nuisance. 


A Bank of Central Banks 


It has been suggested that the Bank 
of International Settlements might be 
turned into an international bank of 
central banks and that the shipment of 
gold back and forth throughout the 
world might be checked by a system 
corresponding to the gold settlement 
fund of the Federal Reserve System. 
A world rediscount bank is under 
consideration by the League of 
Nations. 

Whether these plans are worked out 
or another system of credit control 
evolved it is obvious that the world 
must have abundant credit in action, 
and if the present gold-credit system 
cannot be made to work by the finan- 
ciers and governments of the world it 
must be modified or abandoned. 

It is inconceivable that the world 
will indefinitely continue to let the 
gold tail wag the world-business dog. 
Gold and money exist as facilities of 
business, but they have come to domi- 
nate it. The servant has usurped the 
place of the master. The symbol has 
become the power. 








Trico Products Corp. 
The Perfect Circle Co. 


(Continued from page 660) 








erably more complicated due to certain 
odd provisions. The outstanding capi 
tal stock of this company consists 0 
675,000 shares of no par common 
stock, of which 374,991 are “unre’ 
stricted” and the balance “restricted.” 
The restrictive provisions are gradually 
and automatically removed from the 
shares so designatea as the earnings of 
the company increase, or should a divi 
dend greater than $2.50 be declared 
on the unrestricted stock in any one 
year. 

Concrete evidence of the unusual 
prosperity enjoyed by these two com 
panies in the midst of a depressed in 
dustry is clearly brought out in their 
recent earnings statements. For 1930, 
Trico Products reported net income 
equivalent to $5.09 an unrestri 
share, which was but a very moderate 
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Making Money in the Market 


—To have your investment and trading capital or collateral produce the 
greatest return in income and market profits consistent with safeguarding 
your principal: 


This is the sole purpose of the advices of THE INVESTMENT AND BUSINESS FORE- 
CAST of The Magazine of Wall Street. It is never lost sight of. We have made it 
our business for 19 years in all types of markets. No “pet” theories, no speculative 
tactics, govern our decisions. They are sound fundamentally, based on tried and 
proven methods, and regulated by competent specialists. 








Profits Must Exceed Losses 


* YoOuR subscription to THE 
Regardless of Market Fluctuations 


INVESTMENT AND Bust- 
NESS FoRECAST placed now 
will cover the entire fall 
period during which we ex- 
pect greatly increased market 
activity and improved senti- 
ment. 


You can profit through in- 
termediate rallies by our 
Trading Advices. And, if 
the permanent recovery 
definitely starts, which is 
likely, you will be advised 
in plenty of time to take 
an advantageous  semi-in- 
vestment position through 
our Bargain Indicator and 
Unusual Opportunities. 


With consistent net profits as our watchwords, we will have you 
proceed cautiously when the outlook is uncertain or remain on 
the sidelines when extraneous situations may cause erratic move- 
ments. Neither will we hesitate to have you employ your re- 
sources to the fullest advantage when the trend is definite. Some 


losses are inevitable but we anticipate developments and interpret 
the essential factors that control security values with a high degree 
of accuracy and, of course, will guide you accordingly. 


A potential market leader has just been selected in our Un- 
usual Opportunities—the department devoted to speculative in- 
vestments in low-priced common stocks that offer outstanding 
possibilities for price appreciation over the moderate term. 




















If you are interested in making money in the stock market 
and have $1500, you should be a Forecast subscriber. 


Hibs 








+48 This Complete Service for Six Months Only $75 


(a) 

Investments Mainly for In- 
come but with possibilities 
for enhancement in value 
due to investor demand. 
Recommended and carried in 
our Bond and Preferred 
Stock departments. 


(b) 
Investments for Income 
and Profit. Sound dividend- 
paying common stocks en- 
titled to investment rating, 
with good profit possibilities. 
Recommended and carried in 
our Bargain Indicator. 


(ce) 
Speculative Investments. 
Low-priced common stocks 
that offer outstanding possi- 
bilities for price apprecia- 
tion over a moderate period. 
Recommended and carried in 
our Unusual Opportunities. 


(d) 

Trading Advices through 
the intermediate swings 
(for the purpose of secur- 
ing profits that may be 
applied to the purchase of 
investment and income pro- 
ducing securities). 


So that you may take immediate steps to place your present portfolio on a sound basis, send us 
with your subscription a list of your security holdings for our analysis and recommendations. 


—MAIL THIS COUPON TODAY-————-—-—-—-—-—- 
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Cable Address: TICKERPUB 
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* 


and thereafter as described in 


Sept. 5 


THE INVESTMENT AND BUSINESS FORECAST 
of The Magazine of Wall Street, 42 Broadway, New York, N. Y. 


I enclose $75 to cover my six months’ test subscription to The Investment and Business Fore- 
I understand that .I mca to the complete service outlined above. 


($150 will 


0 Telegraph me collect the pag "seg Indicator recommendation 


O Telegraph me collect the current Unusual Opportunity recommendation and 
thereafter as described in (c). 
0 Telegraph me collect the current Trading Advices and thereafter as described in (d). 





decrease from the $6.67 on a smaller 
number of shares, shown for the peak 
year 1929. Even the extremely poor 
conditions prevailing during the present 
year have not materially affected the 
company’s earnings. For the first six 
months of 1931, $3.06 a share was 
shown, which compares with $3.09 for 
the corresponding period of 1930. 
Earnings of the Perfect Circle Co. 
likewise have been excellent in view 
of the existing circumstances. In 1929, 
they equalled $5.54 a share, in 1930 
$3.74 a share, while for the first half 
of the present year net income was 
considerably better than in the same 
period of 1930—$3.04 a share against 
$2.26. 

Both companies commenced to pay 
dividends during 1928. The present 
rate on the unrestricted shares of Trico 
Products is $2.50 annually (the restrict- 
ed shares receive no dividends) while 
the regular rate on the common stock 
of The Perfect Circle Co. is $2. It 
should be noted in regard to the divi- 
dend of the former that increased dis- 
bursements are unlikely in the near 
future on account of the provisions for 
releasing the restricted stock. Never- 
theless, this drawback is largely offset 
by the very liberal yield of nearly 
72% now being afforded at the pres- 
ent price of $33 a share on the New 
York Stock Exchange. On the other 


hand, while greater dividends on the 
common stock of The Perfect Circle 
Co. are not limited in this way, the 


present return is much smaller. At 
current prices of $39 a share on the 
New York Curb Exchange the yield is 
slightly better than 5%. 


Financial Position Sound 


The financial position of the com- 
panies is sound in each case. At the 
end of 1930, Trico reported current 
assets totalling $4,322,000, nearly 
$3,000,000 of which consisted of cash 
or its equivalent, whereas current lia- 
bilities amounted to no more than 
$806,000. As of June 30, 1931, the 
smaller company reported current as- 
sets of $2,098,000, of which about 
$835,000 consisted of cash or its 
equivalent, against current liabilities of 
$225,000. 

While the prospective purchaser of 
common stocks should not be misled 
into believing that the shares of either 
of these companies ranks as an invest- 
ment in the strictest sense of the word, 
nevertheless both have displayed an 
interesting earning’ power during a 
particularly adverse period. The merit 
which goes with such a showing can- 
not be denied them and for those will- 
ing to assume the risk of purchasing 
an interest in any small, single-base 
enterprise, they may well prove attrac- 
tive. 
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Standard Brands, Inc. 
(Continued from page 655) 








manufacturer of yeast and baking 
powder in Canada. Subsequently 
other lines were added, including 
branded coffees and teas, salad dress- 
ings, pickles and the like. The economic 
reason behind these mergers was the 
greater utilization of the wonderful 
distribution system built by the Fleisch- 
mann Co., for whom the prompt de- 
livery of fresh yeast was of paramount 
importance. Standard Brands now 
serves between 15,000 and 20,000 


rent liabilities amounted to no more 
than $4,700,000. The company has re 
cently utilized part of its large cash 
holdings to retire 50,000 shares of the 
7% preferred stock and this will aid 
the common to the extent of $350,000 
annually, as dividend requirements on 
the senior issue will be reduced by this 
amount. Inasmuch as Standard Brands 
has shown an improvement in earn 
ings during a period of particularly 
poor business and giving consideration 
to its enviable position in the field and 
great financial strength, it may be re. 
garded as possessing speculative merit. 
The present price is around $19 a 
share, affording a yield of well over 
6% on the regular dividend of $1.20, 
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The Bottom Has Been 
Reached 
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cities and towns with its own facilities 
and about double this number by com- 
mon carriers. Its products reach over 
300,000 grocers, in many cases daily 
but never less frequently than twice a 
week. 

To obtain the full benefit from such 
a vast organization naturally takes time 
and when the process has to be carried 


out during a period of depression it’ 


becomes doubly difficult. For this rea- 
son it is to be doubted whether the 
company has demonstrated its real 
earning capabilities. For 1930, net in- 
come after dividends on the $7 pre- 
ferred stock was equal to $1.22 a share 
based on 12,644,002 shares of no-par 
common stock, resulting in a deficit 
after dividends. This compares with 
$1.37 a share for the previous year. 
For the first quarter of the present year 
30 cents a share was shown, just suffi- 
cient to cover reduced dividend re- 
quirements for the period at the rate 
of $1.20 annually. In the second quar- 
ter, however, the company managed to 
better this showing, for 33 cents a 
share was reported. This is a reflec- 
tion of the reorganization of the com- 
pany’s sales force and other adjust- 
ments made in the interests of economy. 

Despite the fact that Standard 
Brands, Inc., is not currently earning a 
really satisfactory margin over divi- 
dend requirements, a glance at the 
company’s balance sheet as of Decem- 
ber 31, 1930, is distinctly reassuring. 
Current assets totaled nearly $47,000,- 
000, including more than $25,000,000 
in cash or its equivalent, whereas cur- 


culture, textiles and textile products, 
rubber, chemicals, transportation, pub- 
lic utilities and leather. There is no 
reason to presume that the course of 
revival this time will be precisely simi- 
lar. At present the food industry, pub- 
lic utilities, beverages and tobaccos are 
resisting depression sufficiently well to 
suggest that even a modest recovery of 
general business probably would mean 
new high profit levels. Conforming to 
the pattern of a decade ago, retail 
trade, textiles and shoes have turned 
upward. There is strong evidence at 
present that merchandising _ stocks, 
which were among the first to turn 
down, have completed their bear move- 
ment. 

There is no evidence at present on 
which to base any estimate as to the 
rapidity of recovery in agriculture and 
chemicals but it probably will be slower 
than in 1922. In that depression steel 
and the metal industries generally were 
characteristically slow in revival. They 
are likely to be so again. So, indeed, 
will be most of the basic or heavy i” 
dustries. Industries which buy raw ma 
terials for processing or manufacturing 
are in a position to obtain profits, pro 
viding inventory turnover is fast 
enough to avoid loss. Recent reports 
indicate remarkable improvement 
this respect since 1921. 

In the income tax returns of 1922 
there is little to support the view that 
construction and the automobile indus 
try were solely responsible for the 
initial revival, however much they may 
have contributed to subsequent yeats 
of prosperity. In all the industries 
related to construction, the records in’ 
dicate a relatively slow revival of gross 
and net. Indeed, there is little in the 
figures to suggest that revival was any 
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thing more than a multiplicity of gains 
in many individual industries and cor- 
porations. We have reason to rely 
upon similar gains in the coming re- 
vival rather than upon any single new 
factor. 

Some of the earnings reports of a 
decade ago are interesting. United 
States Steel, to cite an outstanding ex- 
ample of a basic producer, earned 
$109,694,228 in 1920 on a gross vol- 
ume of $1,'755,477,025. Those profits 
were not approximated again until 
1923, but in that year they came out 
of a gross of only $1,571,414,483. In 
1920 Sears, Roebuck had sales of 
$254,595,059 and profit of $11,746, 
671. Due to inventory losses, there 
was a large deficit in 1921. Profits re- 
covered to half of the 1920 level in 
1922 although gross sales were scarcely 
more than 2 per cent higher than in 
1921. Full recovery was shown in 
1923, but sales were only $215,540,604 
or nearly $40,000,000 below the 1920 
figure. 

Among the manufacturing com- 
panies, Endicott Johnson earned $3,- 
242,363 in 1920 on sales of $74,970,- 
103, but in 1922 profits increased to 
$5,641,718 while sales declined to $63,- 
659,076. General Electric earned 
$22,132,288 in 1920 on sales of $2'75,- 
758,488 but after a moderate set-back 
in 1921 expanded profits to $26,231,- 
019 in 1922 although sales were only 
$200,194,294 or more than $75,000,000 
under 1920. 


These results imply some promise 
now because a limited number of cor- 
porations already have progressed so 
fast along the road to restored profits 
as to suggest that the journey for the 
rest, even in basic lines, may not be 
quite so arduous as we are currently 
inclined to fear. Partly because of in- 
creased efficiency and partly because 
the commodity slump has been less de- 
vastating than in 1921, the merchandis- 
ing group makes an excellent showing. 
Sears, Roebuck, for example, despite 
declining commodity prices throughout 
1930 and up until recently in 1931, 
has held well on the profit side, in 
striking contrast to 1921’s deficit of 
more than $16,000,000. On a smaller 
volume of dollar sales, profits for the 
first six months of this year were $6,- 
008,483, as compared with $5,617,567 
in the first half of 1930. 


Still sharper percentage gains in net 
are shown by Kroger Grocery and 
Safeway Stores, although special fac- 
tors, including a change of manage- 
ment in Kroger, perhaps are re- 
sponsible. An ideal example, involv- 
ing no special factors and showing 
what can be done in an intelligent fight 
against business adversity, is offered in 
the statement of the J. C. Penney Co. 
Profits in the first half of this year in- 
creased 23 per cent over those for the 
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corresponding period of last year, al- 
though dollar volume of sales was 10 
per cent less. The improvement rested 
chiefly upon a stricter control of in- 
ventories, simplified records, concentra- 
tion of warehousing and other purely 
internal efficiencies. It did not involve 
salary cuts. 

Outside of merchandising companies 
it is, of course, more difficult to put 
one’s finger on improvement which can 
be interpreted as possibly significant of 
a coming general change in the trend 
of business earnings. With many com- 
panies relative improvement appears to 
be merely a matter of drastic cutting of 
costs, including reduction of wages and 
salaries. Earnings reports of such basic 
lines as steel, copper, oil, chemicals and 
farm equipments do not yet show any 
substantial promise, although here and 
there a single company shows some- 
what more improvement than can be 
accounted for either by special factors 
or seasonal influences. 

Thus, Westinghouse turns from a 
loss in the first quarter of this year to 
a modest profit in the second quarter. 


‘Second quarter improvement also is 


shown by such representative com- 
panies as Air Reduction, Allis Chal- 
mers, Commercial Solvents, Corn Prod- 
ucts, duPont, Johns-Manville, Mathie- 
son Alkali, National Cash Register and 
Western Union. Motor stocks gen- 
erally show better earnings for the sec- 
ond quarter, but the change here is 
largely seasonal in some instances. In 
the case of General Motors, mainte- 
nance of satisfactory profits probably is 
due in substantial degree to sales of 
Frigidaire and Ethyl! gasoline. Similarly 
special factors or inherent depression- 
proof characteristics are responsible for 
gains of various other companies. 

Even in the depressed steel industry 
there are a few modest spots of light 
among companies which are small 
enough for relatively facile adjustment. 
Profit margins have improved for In- 
land Steel, Ludlum Steel and American 
Rolling Mill, while National Steel has 
been able to hold on the profit side of 
the ledger. 

Whatever allowances and reserva- 
tions may made for special, in- 
dividual circumstances, the sum total of 
the half-year profit statements is defi- 
nitely hopeful as a factual reminder 
that, as in 1922, relatively fast read- 
justment and recovery of corporate 
earning power is the normal course of 
American business. 


This does not mean that all com- 
panies will recover or that recovery 
will more than loosely parallel former 
recoveries. The business movement is 
ever a whirlpool of cross-currents and 
eddies, by no means governed solely by 
the familiar cyclical changes. The 
troubles of the sugar industry, for ex- 
ample, are but vaguely related to the 
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POWER & LIGHT SYSTEM 


UTILITIES 


POWER & LIGHT 
CORPORATION 


(For quarter ending Sept. 30, 1931) 
7% Cumulative Preferred Stock 


Quarterly dividend. $1.75 per share 
Payable on Oct. 1, 1931 
To stockholders of record Sept. 5, 1931 
Class A Stock 
Quarterly dividend... 50c per share 
Payable on Oct. 1, 1931 
To stockholders of record. Sept. 5, 1931 
Stockholders have right and op- 
tion to accept, in lieu oftheir cash 
dividend, 1/40th of a share of 
Class A stock for each share held. 
Class B Stock 
A dividend 25c per share 
Payable on Oct. 1, 1931 
To stockholders of record . Sept. 5, 1931 
Stockholders have right and option 
to accept, in lieu of their cash divi- 
dend, 1/40th of a share of Common 
stock for each Class B share held. 
Common Stock 
A dividend 25c per share 
Payable on Oct. 1, 1931 
To stockholders of record . Sept. 5, 1931 
Stockholders have right and op- 
tion to accept,in lieu of their cash 
dividend, 1/40th of a share of 
Common stock for each share held. 
As to the Class A, Class B and 
Common Stocks, unless by the 
close of business, Sept. 12, 1931, the 
stockholder advises the Corporation 
that he desires his dividend in cash, 
the Corporation will send to him 
the additional stock (or scrip for frac- 


tional shares) to which he is entitled. 














WARD BAKING 
CORPORATION 


New York, August 27, 1931 


A quarterly dividend of one and three- 
quarters percent (134%) on the Pre- 
ferred Stock of this Corporation has 
been declared, payable on October 1, 
1931, to stockholders of record at the 
close of business September 17, 1931. 


JOHN M. BARBER, Treasurer 
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lowing stipulations with respect to 
mortgaged bonds: 

The railroad issuing the bonds must 
own and operate not less than 500 
miles of standard gauge railroad within 
the United States. In each fiscal year 
for at least 5 of the 6 fiscal years, and 
in the last fiscal year next preceding 
the investment, income available for 
fixed charges must have been not less 
than 14 times those requirements. 

In each fiscal year for at least five 
of the six fiscal years next preceding 
the investment, dividends shall have 
been paid in cash upon capital stock, 
equivalent to at least Y% of fixed 
charges. If such dividends have not 
been paid, the income available for 
fixed charges must have been not less 
than 114 times those requirements for 
at least nine of the ten years, and in 
the last fiscal year next preceding in- 
vestment. 

It should be remembered that bonds 
on which these requirements are not 
met do not lose intrinsic value by being 
stricken from the legal list. They lose 
in the breadth of their market and in 
their standing with many investors. 
Probably still more issues will be re- 
moved during the present year. 

The decline of railroad bonds, how- 
ever, is not due entirely to lower rail 
earnings or to the fear that many such 
issues will be eliminated from the legal 
list. The abnormal position of the 
banks is partly responsible. Continued 
banking failures have severely strained 
public confidence, resulting in un- 
usually heavy withdrawals of cur- 
rency for hoarding. Even sound banks 
have found it necessary to guard 
against contingencies by maintaining a 
high degree of liquidity. This has the 
double effect of withholding a bank de- 
mand for bonds that would otherwise 
lie under the market and of causing 
banking liquidation. 

In view of the existing uncertainties, 
new buyers would be well advised to 
confine purchases to the limited num- 
ber of bonds of the very highest grade. 
On the other hand, bearing in mind 
the abnormalities of the situation, 
bondholders should think twice before 


sacrificing investments in fear. 











Corn Products Refining Co. 
Penick & Ford, Ltd., Inc. 
(Continued from page 657) 








products. At the present time, of 
course, there is the problem of steadily 
declining corn prices and its effects 
upon inventory, to say nothing of the 
difficulties engendered by the uneco- 
nomic operations of the Federal Farm 
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Board. By maintaining domestic corn 
prices in excess of the world price the 
export business was severely curtailed, 
for it was naturally impossible to com- 
pete with the lower costs of foreign 
manufacturers. Fortunately for Corn 
Products Refining Co. it was enabled 
largely to offset this by concentrating 
its export business in foreign plants but 
for Penick & Ford there was no such 
avenue of escape and the full brunt 
of decreased business and a drastic de- 
cline in raw material has had to be 
borne at the same time. 

As an offset to these adverse factors 
which, however, must be recognized as 
being transitory rather than permanent 
in character, there is the recent aboli- 
tion on the part of the Department of 
Agriculture of the regulation requiring 
foods processed with corn sugar or 
syrup to be labelled as such. This 
regulation was undoubtedly detrimen- 
tal to the sale of these foods for the 
popular impression was naturally that 
the corn derivative was inferior to the 
cane or beet product when in fact it 
measures up to the highest standards 
of purity and suitability. The revision 
ought to widen materially the market 
for corn food products. In fact, Corn 
Products Refining Co. announced at 
the time that it proposed to increase 
its plant capacity. 

While Corn Products Refining Co. 
has been clearly shown to be the larger 
and more important of the two com- 
panies, Penick & Ford is not without 
a very definite position in the field. 
This place was undoubtedly strength- 
ened by the recent decision of the 
United States District Court at Chi- 
cago which held that the larger com- 
pany had infringed a patent held by 
the smaller covering the recovery of 
solubles from the water used in manu- 
facturing. Should this decision be ulti- 
mately upheld, Penick will recover 
from its competitors part of the profits 
which have been realized by the use of 
its patent in the past and will also gain 
in the future from licensing the process. 
The importance of this development 
may be gathered from the fact that the 
corn products refining industry uses 
yearly some 80,000,000 bushels of 
corn, 2% of which in the past went 
to waste as irrecoverable soluble ma- 
terial. 

The outcome of the suit would ap- 
pear to have had a not unnatural re- 
action, tending to depress the common 


‘stock of Corn Products, while at the 


same time lifting that of Penick & 
Ford. This is shown by the fact that 
the larger, even though it is un- 
doubtedly the more conservative and 
stable commitment, is currently quoted 
around $65 a share to yield 4.6% on 
the regular dividend of $3 while the 
other at $38 a share yields but slightly 
more than 21% on its regular $1 dis- 


bursement. Such a situation, however, 
must be considered as due to a tempo- 
rary speculative condition which, <al- 
though important to both companies, 
is not of vital consequence. It is the 
general long-term outlook for the in- 
dustry which should weigh most with 
the prospective purchaser of stock in 
either of them and if this be a bright 
one—as there is every reason to sup- 
pose is the case—the individual merits 
and demerits of individual concerns 
may then be given proper consideration 
with a view to making a specific selec- 
tion. 








Should the Small Speculator 
Be Barred From the Game? 
(Continued from page 665) 








exercises an important influence in 
molding the policies of the companies 
with which it is identified. The bank- 
ing sponsorship enjoyed by United 
States Steel, General Electric and Gen- 
eral Motors, for example, is invaluable. 
The investor can usually obtain ample 
information on such matters by simply 
asking his broker. 








Nickel Plate 
(Continued from page 649) 








the company hauls large quantities of 
bituminous coal. For 1930 the amount 
was 5,798,725 tons against 6,438,525 
for 1929, a decrease of 639,800 tons. 
Products of mines as a whole con- 
tributed 9,135,577 tons last year but 
10,570,775 in 1929. Here was a de- 
crease for 1930 of 1,435,198 tons. 
‘Manufactures and miscellaneous car- 
load freight contributed in 1930 7,623,- 
207 tons of “Nickel Plate’s” total 
freight traffic. This was a decrease of 
2,114,952 tons from 1929. These fig- 
ures are quite sufficient, without going 
into other classifications of the com- 
pany’s freight trafic to show why 
freight earnings fell off $9,520,804 in 
1930 compared with 1929. For the 
first seven months of this year there 
was a further shrinkage in gross earn- 
ings of nearly $6,000,000. Contrary 
to nearly all the railroads of the United 
States, “Nickel Plate” had a slight gain 
in passenger traffic in 1930 compared 
with 1929, the figures for the two 
periods respectively being $1,985,386 
and $1,983,430. 

These losses in earnings, together 
with an absence of indications of ma- 
terial improvement in the near future, 
which led the directors to omit the 
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New York Curb Exchange 

















IMPORTANT ISSUES 
Quotations as of August 27, 1931 


1981 
Price Range 
—""—_ 7 Recent 
Name and Dividend Low Price 
Aluminum Oo. of Amer 
Amer. Commonwealth Pr-A 
(Stk. 10%) 
Amer. Cyanamid 
Amer. Founders 
. & Foreign Pwr. War. 


. Buperpower (.40) 
. Gas Elec. ‘‘A’” (1)... 


Central Stat. El. (10% stk.) 
Cities Service (.30 


(6) 
Commonwealth & South. War. % 
Cord Corp. ....seeceseeeceees 1 
Deere & Co. , 

Durant Motors 

Elec, Bond Share (6% stk.). 

Ford Mot. of Canada A (1.20 

Ford Motors, Ltd. (.86%)... 

Fox Theatre, A 

Goldman Sachs T. 

Gulf Oil (1.5)......-0.ee-eee 15% 


Name and Dividend 
Hudson Bay M. & S Pi 


. . 156% 
International Utilities B 10% 
Mid West Util. (8% stk.)... 26% 
New Jersey Zinc (3) 51 
Niagara Hudson Power (.40) 15% 
Niagara Hudson Pwr, A war. 8% 
N, States Pwr. “‘A’’ (8).... 152% 
Pennroad Corp. (.40) 8 
Publie Util. Holding Corp. of 

Amer. (x, war.) 


Standard Oil of Ind. (1).... 
Standard Oil of Ky. (1.60).. 
Stutz Motor Car 


rp 
U. 8. Elec, Pwr. (w. w.)... 
Utility Pow. & Lt. (1.02%). 
Ltd 


Woolworth (F. W.) 12% 


————— OO ooo 


regular quarterly dividend of $1.50 a 
share on both “Nickel Plate” common 
and preferred, are highly important to 
the stockholders owning control of the 


company, as well as to the individuals 

and institutions holding the smaller 

and miscellaneous amounts. 
Alleghany Corp. is one of the most 


important of the numerous hold- 
ing companies organized by the Van 
Sweringens to take over stock in 
the large number of railroads and other 
companies, more or less closely allied, 
that they have acquired. According to 
the latest records, it held 167,300 
shares of “Nickel Plate” common. 
Omission of the quarterly dividend 
of $1.50 a share on that issue will 
reduce Alleghany’s income for the 
current quarter to the extent of $250,- 
500. If the dividend is off for the next 
12 months the loss from this source will 
be $1,002,000. The Van Sweringens 
are said to hold 57,000 shares of 
“Nickel Plate’ common. If this be so, 
their loss for the quarter will be 
$83,500 and for the next 12 months 
$334,000. The high for the Alleghany 
common stock this year was 1234 and 
the low 4%. 

The loss in actual income and the 
shrinkage of around $167 a share in 
“Nickel Plate’ common stock from the 
high levels of 1929 are of vital impor- 
tance to Alleghany Corp. in another 
respect. It has outstanding $31,- 
446,000 15-year convertible 5% bonds 
due February 1, 1944, for which a part 
of the collateral is 75,000 shares of 
“Nickel Plate’ common. A _ like 


amount of this stock was placed under 
$24,532,000 20-year convertible 5’s, 
Series of 1930, and due April 1, 1950, 
that were issued chiefly to pay for 
Missouri Pacific stock. 

Alleghany Corp.'s income had been 
reduced to such an extent that on 
July 15, last, the directors decided to 
omit the quarterly dividend of $1.37!4 
that had been paid on that issue.’ The 


common stock had not received a divi-- 


dend. 

The bonds, like the shares, have had 
severe declines this year, the 5s of °44 
having dropped from 87) to 57'% and 
the 5s of “49 from 85!4 to 52. Both 
the capital structure and financial posi- 
tion of Alleghany have been materially 
weakened. This is a situation vital to 
the whole Van Sweringen scheme, be- 
cause of its size, the large number of 
railroads in which it holds big blocks 
of stock, and the extent to which its 
own shares and bonds are distributed 
among the public. If anything truly 
serious were to happen to Alleghany 
it would seem that the entire Van 
Sweringen holding company scheme 
would tumble to the ground. 

The “Nickel Plate” is a good prop- 
erty and its earnings are certain to 
come back with a return of normal 
business and traffic conditions for the 
railroads as a whole. Its lines are lo- 
cated in a section of the country that 
produces a great amount of traffic 
when times are good, and the resump- 
tion of dividends on both classes of 
stock is likely soon after conditions im- 
prove. 


Those who hold the stock might 
therefore retain it rather than assume 
the heavy loss which present levels 
imply. Prospective purchasers of 
either “Nickel Plate” stock or bonds, 
however, would do well to withhold 
commitments until such time as busj- 
ness in the territory served gives def. 
nite indication of having turned the 
corner. A few points will doubtless 
be sacrificed in this procedure but it is 
wisest to pay this premium for safety. 








Residential Electric Market 
Becomes Mainstay of 
Utility Profits 
(Continued from page 652) 








the latter have almost been made up 
by the increases in the residential di- 
vision. A very attractive picture can 
be painted for the electric utilities 
when the turn in business arrives. The 
development of the domestic market 
will probably be continued on its pres 
ent scale which should bring gains to 
the companies comparable with those 
now being witnessed, but added to this 
will be the rapid recovery in the in 
dustrial division and steady progress in 
the commercial division as well. This 
combination should exert a salutary 
effect marketwise on utility common 
stocks. 








Trade Tendencies 
(Continued from page 666) 








through the building industry than 
through other lines of endeavor. Of 
course the demand from the automobile 
industry will pick up to some extent 
and there seems to be slightly more 
interest displayed on the part of the 
railroads, which will probably result 
in an increased volume of actual orders 
very shortly. It is in construction, 
however, that the best prospects lie. 
Many private projects are planned, 
while it was not long ago that the 
Government stated that contracts for 
the greater part of its building pro 
gram would be let without delay. Even 
so, it is not thought that steel produc: 
tion will show any phenomenal increase 
and usually well informed persons are 
guessing that operations around 50% 
of theoretical capacity will be the max 
mum for the present year. In regar 
to prices, these will probably follow 
production to a large extent. At pres 
ent they may be described as tending 
toward weakness but an increase # 
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activity would result in greater 
strength, although here again nothing 
extraordinary in the way of better- 
ment can be reasonably expected over 
the near future. 
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Autumn Rally Hangs in the 
Balance 
(Continued from page 633) 








levels of two years ago will be restored, 
barring the intervention of some such 
abnormal factor of inflation as war. 
The ultimate adjustment would seem 
inevitably to be a revision or default 
of much of the existing debt. 


Long Range Factors 


Sporadic bank failures continue to 
block any general improvement in pub- 
lic sentiment. The result eventually 
will be the soundest banking position 
this country has ever known, with the 
elimination of much financial dead 
wood, but the immediate effect is to 
swell the stream of currency going into 
hoarding and to frighten even strong 
banks into a timidity of policy which 
stifles commercial initiative. How 
nearly complete this correction is, time 
alone can tell. Meanwhile the Federal 
Reserve Board continues to refrain 
from pumping credit into the market, 
beyond the amount necessary to take 
up withdrawals of currency for hoard- 
ing. 

While the general commodity level 
has been stable for thirteen weeks, a 
decidedly hopeful implication, cotton, 
wheat, corn and other farm products 
have fallen to new lows. It is difficult 
to escape the impression that pessimism 
in these markets has been overdone. 
Unlike the stock market, there is a 
logical level of resistance in commodi- 
ties at or below the line of production 
cost. Any decline below this level is 
a natural corrective which always 
works and which undoubtedly would 
have been effective before now, if it 
were not for the folly of the Farm 
Board surpluses which overhang the 
market. The trend now is toward 
whittling these down in one way or 
another. 

Moreover, depressing as these arti- 
ficial factors are, it is worth noting that 
they do not entirely block the normal 
correction which price decline in itself 
enforces. The world is not bankrupt. 
Even under present conditions bargain 
prices definitely stimulate demand. For 
example, during the past four months 
Japan has bought 231,573 bales of 

€rican cotton, as compared with 
only 95,714 bales in the corresponding 
Period of last year; while China— 
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poverty-stricken, according to popular 
impression—in the same period has 
purchased 166,219 bales of our cotton, 
against only 28,816 bales in 1930. 

Such truly enormous gains in de- 
mand are possibly indicative of at least 
a start in basic agricultural readjust- 
ment. 








When Employees Buy Stock 
(Continued from page 664) 








lose. To them the management is 
under a very high degree of responsi- 
bility in this regard. In any event, the 
practice of some concerns in using em- 
ployees for financing through an 
emergency is certainly unconscionable, 
and should be regarded a danger signal 
by the worker-investor. 

This suggests a duty and an advan- 
tage of employee ownership—the duty 
of the employer to instruct his em- 
ployee on the significance of ownership, 
and the advantage to the employee in 
being informed on the problems and 
methods of business. This, of course, 
is an advantage to the particular con- 
cern also. It brings about a more sym- 
pathetic and better understanding be- 
tween capital and labor, and from this 
the community, as well as the imme- 
diate parties, derives a benefit. 


Promotes Thrift and Investment 


The greatest justification, perhaps, 
for employee ownership from the 
standpoint of the employee is that, by 
making saving easy and painless, it en- 
courages thrift. The thrifty individual, 
according to the general assumption, is 
a better citizen than his spendthrift 
neighbor. An investment backlog gives 
him confidence, makes him a better 
workman, causes him to take a greater 
interest in civic affairs, and tends to 
relieve him from concern and worry 
over the security and well-being of de- 
pendents. 

It should not be overlooked, how- 
ever, that these much-desired results 
might be achieved equally as well by 
some plan which did not require a 
commitment in the stock of the em- 
ployee’s own company. Many com- 
panies have devised plans of this char- 
acter. In some, thrift is encouraged by 
the placing of savings in banking in- 
stitutions; in others, by the purchase 
of credit union or building and loan 
shares; and in still others, by participa- 
tion in a modest type of investment 
trust. The advantage of these plans over 
the employee ownership system is that 
they do not involve concentration of 
risk in a single enterprise. They en- 
courage thrift and, at the same time, 
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Bank, Insurance and 
Investment Trust Stocks 

















Quotations as of Recent Date 


BANK AND TRUST COMPANIES 


Bid Asked 


Bank of America, N. A. (2) 39% 
Bank of N. Y. & Trust Co. (20) 612 
Bankers (3) 88% 
Brooklyn (20) 

Central Hanover (7) 

Chase (4) 

Chatham-Phenix 

Chemical (1.80) 

City 


(4) 

Corn Exchange (4) 
Empire (3.20) 

First National (100) 
Guaranty (20) 
Irving Trust (1.60) 
Manhattan Co. (4) 
Manufacturers (2) 


Aetna Fire (2) 
Aetna Life (1.20) 
Carolina (1.50) 
Continental (1.60) 
Glens Falls (1,60) 
Globe & Rutgers (24) 
Great American (1.60) 
Hanover (1.60) 
Hartford Fire (2.40) 
Home (2) 

National Fire (2) 
North River (2) 
Stuyvesant (2) 
Travelers (20) 


INSURANCE SHARES—Continued 
Asked 


United States Fire (2.40) 43 
Westchester (2.40) 35 37 


SURETY AND MORTGAGE COMPANIES 


American Surety (4) 
Bond & Mtg. (5) 
Lawyers Mortgage (2.50) 
National Surety (2) 


JOINT STOCK LAND BANKS 


First Carolina . 
Lincoln 


INVESTMENT TRUST SHARES 
Amer, Founders Trust 6% Pfd.. 37% 
Do 7% Pfd. WY, 
Diversified Trustees Shares 
Do Series B 
Fixed Trust Shares A 
Interl. Sec. Corp, of Amer., B.. 
Do A 
Do 6% Pfd. 
No. Amer. Trust Shares 
Second Intl. a A 


"8% 
30% 


U. 8S. Electric Lt. & Pr. 
: 7 


Do “B’ 


ee eee 


conform to the principle of diversifica- 
tion which is generally recognized to be 
the very foundation of sound estate 
building. 

In considering employee ownership 
from a strictly investment standpoint, 
two types of investors are involved: 
the outside investor and the employee 
investor. In the case of the outsider, 
employee ownership is desirable only 
when it realizes for the business those 
gains which it set out to accomplish. If 
it should breed ill-will and destroy pro- 
ductive efficiency, certainly the average 
investor would not want employee 
ownership in any concern with which 
he was financially connected. 

As to the employee, the system en- 
courages thrift and affords a chance to 
share in business profits, but it is open 
to three very serious objections. In the 
first place, it violates the diversification 
principle. The capital, as well as the 
labor, of the employee is staked upon 
the fortunes of a particular business. Of 
course, this placing of all eggs in one 
basket may be partially justified upon 
the ground that the employee is in a 
very good position to watch his basket: 
Furthermore, he is frequently accorded 
the privilege of acquiring his company's 
stock at a bargain price. It is doubt- 
ful, though, whether these compensat- 
ing factors are sufficient to offset the 
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disadvantages incident to the concen- 
tration of risk. Diversification has the 
unique distinction of affording excellent 


protection against errors in human 


judgment as well as unforeseeable de- 
velopments in industry. 

The second objection is that employ- 
ment ownership may lead to specula- 
tion. The writer has in mind the case 
of a large banking institution which 
formed a holding company about two 
years ago and encouraged its employees 
to acquire stock by agreeing to loan 
thereon 80% of the purchase price. 
When the new company recently 
failed, a number of these employees 
were seriously crippled and some were 
practically ruined. There are cases on 
record, too, where employees have 
learned to buy on margin and have 
been caught later by a sudden collapse 
in the market. Developments of this 
character injure the workmen and hurt 
the business. A very high duty, it 
would seem, rests upon the employer 
in every case to instruct the employee 
in the fundamental principles of sound 
investment, and to warn him against 
the risks and dangers of speculation. 
Employee ownership will profit neither 
the business nor the workman if the 
latter is permitted to divide his time 
between the ticker and his task. 

A third objection to the system is 


that the security offered may not fit 
the needs of the employee investor. If 
this be true, he should not be required 
to subscribe or made to feel that any 
stigma attaches to him because of his 
failure to do so. The plan should be 
free of all compulsions. In every case 
the employee should be at liberty to in- 
vest in that type of security and indus. 
try which is most suited to his in- 
dividual requirements. Otherwise, good- 
will may be lost to the business and a 
real injustice done to the workman. 

The sum and substance, then, of em- 
ployee ownership is simply this: If 
honestly conceived, carefully planned 
and wisely administered, with an eye 
to the welfare of the worker and the 
safety of his savings, highly satisfactory 
results should be obtained. If, how- 
ever, the needs of the employee are sub 
ordinated to the requirements of an un- 
scrupulous management, the plan will 
defeat itself. In a word, the success of 
the system, as a business and invest- 
ment proposition, depends upon a 
competent and conscientious adminis. 
tration. 








Can Wages Be Maintained? 
What of Economics? 
(Continued from page 641) 








synonymous with a broader distribu- 
tion of wealth. 

Capital has only in the past ten 
years come to see the merit in such dis- 
tributed buying power. But having 
once been convinced of its potency it 
is not likely to attempt to hinder this 
distribution and it is only logical to 
expect that when business improves 
and higher prices demand higher wages 
that consistent upward adjustment will 
be made. It is too commonly realized 
that broadly distributed purchasing 
power and amicable relations between 
capital and labor not only are the foun’ 
dation of American business but the 
greatest preventive of socialistic ten 
dencies, to be otherwise. 

Finally, in considering wage reduc 
tion, or any other phase of a business 
decline, there is this to be remembered: 
—It is only the process of adjustment 
to new levels which is difficult; not the 
new levels themselves. Business ca 
prosper on low commodity prices after 
proper inventory, purchasing and sales 
adjustments, all of which are admitted: 
ly painful and costly in themselves, are 
completed. In similar manner so can 
ever breadwinner accommodate himself 
to the present-day level of a dollars 
purchasing power without relinquish’ 
ing any of the material or worth-while 
things which go to maintain the 
American standard of living. 
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FINANCIAL NOTICES 














Dividends and Interest 


Dividends and Interest 
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DIVIDEND 


ARMOUR 23 COMPANY 


OF DELAWARE 


On Aue. 21st a quarterly divi- 
dend of one and three-fourths 
per cent (13%,%) on the pre- 
ferred stock of the above cor- 
poration was declared by the 
Board of Directors. Payable 
Oct. 1, 1931, to stockholders of 
record at the close of business, 
Sept. 10, 1931. 


E. L. LALUMIER, 
Secretary 


ies 


SOUTHERN PACIFIC COMPANY 


DIVIDEND NO. 100 

A QUARTERLY DIVIDEND of One Dollar and 
Fifty Cents ($1.50) per share on the Capital Stock 
of this Company has been declared payable at 
the Treasurer's Office, No. 165 Broadway, New 
York, N. Y¥., on Thursday, October 1, 1931, to 
stockholders of record at three o’clock P. M., on 
Friday, August 28, 1931. The stock transfer 
books will not be closed for the payment of this 


dividend. 
J. A. SIMPSON, Treasurer. 
New York, N. Y., August 19, 1931. 














E. I. DU PONT DE NEMOURS & CO. 
Wilmington, Delaware, August 17, 1931. 
The Board of Directors has this day declared a 
dividend of $1.00 per share on the outstanding 
$20.00 par value Common Stock of this Company, 
payable on September 15, 1931 to stockholders of 
record at the close of business on August 27, 
1931; also dividend of $1.50 a share on the out- 
standing debenture stock of this company, pay- 
able on October 24, 1981 to stockholders of record 
at the close of business on October 10, 1931. 
CHARLES COPELAND, Secretary. 





THE BELL TELEPHONE COMPANY 
OF CANADA 
NOTICE OF DIVIDEND 
A dividend of two per cent (2%) has been 
declared payable on the 15th day “of October, 
1981, to shareholders of record at the close 
of business on the 23rd September, 1931. 
W. H. BLACK, 
Secretary-Treasurer. 
Montreal, 26th August, 1931. 





ALLIED CHEMICAL & DYE CORPORATION 
61 Broadway, New York. 

August 2%, 1931. 
Allied Chemical & Dye Corporation has declared 
werterty dividend No. 48 of one and three-quar- 
ad ad cent. (1%%) on the Preferred Stock of 

e Company, payable October 1, 1981, to preferred 


Stockholders of 
September 11. 1 = at the close of business 


H. F. ATHERTON, Secretory. 
SEPTEMBER 5, 1931 


Public Service Corporation 
of New Jersey 


Dividend No. 97 on Com- 
mon 
Dividend No. 51 on 8% 
Cumulative Preferred Stock 
Dividend No. 35 on 7% 
Cumulative Preferred Stock 
Dividend No. 13 on $5.00 
Cumulative Preferred Stock 


The Board of Directors of Public 
Service Corporation of New Jersey has 
declared dividends at the rate of 8% 
per annum on the 8% Cumulative Pre- 
ferred Stock, being $2.00 per share; at 
the rate of 7% per annum on the 7% 
Cumulative Preferred Stock, being $1.75 
per share; at the rate of $5.00 per an- 
num on the non par value Cumulative 
Preferred Stock, being $1.25 per share, 
and 85 cents per share on the non par 
value Common Stock for the quarter 
ending September 30; 1931. All divi- 
dends are payable September 30, 1931, 
to stockholders of record at the close 
of business, September 1, 1931. 

Dividends on 6% Cumulative Pre- 
ferred Stock are payable on the last 
day of each month. 

T. W. Van Middlesworth, Treasurer. 





Public Service Electric and 
Gas Company 
Dividend No. 29 on 7% 
Cumulative Preferred Stock 
Dividend No. 1 on $5.00 
Cumulative Preferred Stock 
The Board of Directors of Public 
Service Electric and Gas Company has 
declared the regular quarterly dividend 
on the 7% and $5.00 Preferred Stock of 
that Company. Dividends are payable 
September 380, 1931, to stockholders of 
record at the close of business Septem- 

ber 2, 1931. 
T. W. Van Middlesworth, Treasurer. 


Dividends and Interest 





International Petroleum 
Company, Limited 
Notice of Dividend No. 30 


NOTICBH is hereby given that a dividend of 
25c. United States Currency per share has been 
declared, and that the same will be payable on 
or after the 15th day of September, 1931, in 
respect to the shares specified in any Bearer 
Share Warrants of the Company of the 1929 issue 
upon presentation and delivery of coupons No. 30 
at the following banks:— 

The Royal Bank of Canada, 
King and Church Streets Branch, 
Toronto 2, Canada. 
City Bank Farmers Trust Company, 
22 William St., New York, N. Y. 
The National City Bank of New York, 
36, Bishopsgate, London, B. 0. 2, England. 
OR 


The Offices of the International Petroleum Com- 
pany, Limited, 
656 Church Street, Toronto 2, Canada. 


The payment to Shareholders of record at the 
close of business on the 8ist day of August, 1931, 
and whose shares are represented by registered 
Certificates of the 1929 issue, will be made by 
cheque, mailed from the offices of the Company 
on the 14th day of September, 1931. 

The transfer books will be closed from the Ist 
day of September to 15th day of September, 1931, 
inclusive, and no Bearer Share Warrants will be 
“split’’ during that period. 

By order of the Board, 

J. R. CLARKE, 
Secretary. 
56 Church Street, Toronto 2, Canada, 
12th August, 1931. 











Midland United 
Company 
Notice of Dividend 


The Board of Directors of the 
Midland United Company has de- 
clared the regular quarterly stock 
dividend of one and one-half per 
cent (1%%) upon the Common 
Stock of the Company [being at 
the rate of three two-hundredths 
(3-200ths) of a share upon each 
share outstanding] payable on 
September 24, 1931, to stock- 
kclives of record at the close of 
business September 1, 1931. 

Where less than a whole share 
would be issuable for such divi- 
dend, scrip dividend certificates will 
be issued for the fractional shares. 

BERNARD P. SHEARON, 
‘ Secretary. 





Midland United 
Company 
Notice of Dividend 


The Board of Directors of the 
Midland United Company has de- 
clared the regular quarterly divi- 
dend upon each share outstand- 
ing of the Convertible Preferred 
Stock, Series A, of the Company, 
consisting of seventy-five (75) 
cents, in cash,orone-fortieth (1/40) 
of a share of Common Stock of 
the Company, at the election of 
the holder, such election to be 
made fifteen business days before 
September 24, 1931. 

This dividend is payable on 
September 24, 1931, to stockholders 
of record at the close of business 
on September 1, 1931. 

BERNARD P. SHEARON, 
Secretary. 



































AND Texecrapl COMPANY 

168th Dividend 
& Tue regular quarterly 
i" dividend of Two Dollars 
Le @ and Twenty-Five Cents 
ae ($2.25) per share will be 
aid on October 15, 1931, to stock- 
Golders of record at the close of 

business on September 19, 1931. 

H. BLAIR-SMITH, Treasurer. 


UNION CARBIDE 
AND CARBON 
CORPORATION 


v 


A cash dividend of sixty-five cents 
(65c) per share on the outstanding 
capital stock of this Corporation has 
been declared, payable October 1, 
1931, to stockholders of record at 
the close of business September 2, 
1931, 

WILLIAM M. BEARD, Treasurer 
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DICTIONARY OF COMMERCIAL 
AND FINANCIAL TERMS, 
PHASES, AND PRACTICE 


By J. O. KeTTRIDGE 
E. P. Dutton & Co., Inc. 


R. KETTRIDGE has com- 
| pletely revised and recast his 
earlier edition of the same title 
which has come to be considered a 
standard work in its field. There have 
been added some 50,000 terms and 
phrases extending into the provinces of 
mercantile business, exporting and im- 
porting, produce exchange transactions, 
transport and travel, customs, marine 
insurance, income tax, etc. 

It is an invaluable reference volume 
to anyone who trades with French 
speaking nations. One has only to ask 
the person who thought he read 
French well until he attempted to 
translate a business letter to learn that 
the terms of commerce are largely 
idiomatic. One of the main features 
of this work, however, is that the ex- 
planations are not merely translations 
but a complete definition in the lan- 
guage of the reader. M. S. D. 


SHADOWS ON THE ROCK 
By WiLta CaATHER 
Alfred A. Knopf 


BOOK from the pen of Willa 
Cather is always an event. In- 
asmuch as the literary diet of the 

summer has been rather light, it was 
with a feeling of satisfaction that I en- 
visaged a rich and bountiful repast in 
Miss Cather’s latest work. It is, how- 
ever, more comparable to a delicate and 
carefully served luncheon than to a 
satisfying dinner. One could easily ex- 
pect a tale of action, heroic deeds, and 
heart-rending romance from the hors 
d'oeuvres or first panel of the book, 
but, instead, he finds in the following 
panels much beautiful prose with a 
dearth of drama and action. At the 
epilogue there is still a hunger for 
something more. 

As one reads, he is vaguely reminded 
of the beautiful prose of Elinor 
Wylie’s “Jennifer Lorn,” for “Shadows 
on the Rock” is exquisitely written 
with its retrospective vignettes of the 
various characters, but they somehow 
never quite attain flesh and blood 
reality. 

The central character in the tale is 
Cécile, the daughter of Quebec's 
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apothecary. Both father and daughter 
had come from France to Quebec with 
Count de Frontenac, Governor of 
Canada. We experience vicariously 
the home life of the transplanted 
Frenchmen, hear briefly of La Salle, re- 
ceive vague intimations of the clerical 
conflict between Mgr. de Laval and 
Bishop Saint-Vallier, sense the great 
isolation of the people who anxiously 
await the ships which come from 
France only once or twice a year, and 
feel acutely the deep religious fervor 
which seemingly pervades all the in- 
habitants of Quebec. All of this, and 
much more, we learn through the 
thoughts and words of little Cécile. 
Frankly, the book is a literary ap- 
petizer, and it left me desiring further 
pabulum. I should like to have known 
more about the count, more about the 
two priests—particularly Saint-Vallier, 
more about Cécile, and more about lit- 
tle Jacques, her childhood playmate. 
Still, Mrs. Cather promised only 
shadows, and one cannot but feel that 
she has fulfilled her purpose. Her 
shadows are beautiful. W. F. D. 


THE WAY TO RECOVERY 
By Sir Georce PalsH 
G. P. Putnam’s Sons 


O Sir George Paish, Governor of 
the London School of Economics, 
the present crisis is “the most 

serious the world has ever experienced, 
and the most difficult it has ever had to 
adjust.” Its world-wide repercussions 
are due to the magnitude of the Great 
War and the fact that at its termina- 
tion in 1918 there was no compre- 
hensive plan for readjustment. The 
situation has been further aggravated 
by the granting of practically unlimited 
credits by America and the creation of 
“every obstacle she can devise” to 
hinder their payment. 

He severely criticizes America’s poli- 
cies on reparations and war debts, and 
is of the opinion that any temporary 
relief for Germany will be of little 
value since the payments are perma- 
nently beyond her capacity to pay. The 
world is severely taken to task for its 
seeming inability to recognize that 
“one country’s loss involves loss to 
other countries” and that rapid and 
easy communication between nations 
has brought about a common interest 
that cannot be ignored. 

Briefly, Sir George's remedies for the 


situation lie in free trade, the cancella- 
tion of reparations and inter-Allied 
debts, and the provision of new capital 
and credit for world development. He 
stresses the necessity of a common un- 
derstanding and urges the entrance of 
America and Russia into the League 
of Nations. Unless these remedies are 
applied, he sees little hope of averting 
world disaster. As most of them have 
been controversial subjects for years, 
there is little likelihood of their im- 
mediate adoption. If they are, as the 
author seems to think, the only reme- 
dies, we are doomed to a painful and 
constant experimentation until they 
are finally adopted. 

It is, perhaps, quite natural that Sir 
George should take a British point of 
view which is not always compatible 
with that of America. He is, how- 


ever, a renowned student of world 
affairs, and his observations are worthy 
of serious thought. M. S. D. 





Facts, News and 


Comments 


Remington Rand inaugurated the 
sale of its new noiseless portable type- 
writer on August 24 with every mem: 
ber of its sales force participating in a 
vigorous one-day selling drive. So suc: 
cessful were these initial efforts, the 
company reports, that an 80% sell 
out of pre-introductory stocks was 
achieved. The day on which the cam- 
paign opened was the largest in point 
of sales in the company’s history. In- 
creased production schedules are in 
force. 


* * * 


“Rights” to membership in the New 
York Stock Exchange held by the 
owners of 88 seats, are still a part of 
the “floating supply” in the Stock Ex 
change membership market, and ina 
much as they expire on February ! 
next the members of the Big Board are 
beginning to argue for and against ex’ 
tension of the life of the rights for 
another year. Originally there were 
1,100 rights, created when the Ex 
change increased its membership limit 
from 1,100 to 1,375. This gave each 
member a one-quarter membership 
which he was privileged to dispose of 
and for a time there was a lively mar’ 
ket in the new seat rights. But the 
demand appeared satisfied when the 
membership reached 1,353. Against 
the proposal to extend the life of the 
rights it is urged that the Exchange 
buy in the outstanding 88 rights an 
cancek=or hold in its treasury, so 
speak=the 22 seats they represent. 
The Governing Committee is expe 
to take action within the next 
weeks. 
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A Complete Financial Library 


in 11 Volumes 


fh hiewe standard books published by THE MAGAZINE OF WALL STREET cover 
every phase of modern security trading and investing. Written in a concise, 
easily understandable, manner they give you the result of years of research 
and successful market operation—the foremost tried and proven methods and the 
important fundamental principles which you can apply to your individual needs. 


Library of Trading and Investment 
Fundamentals 


Fourteen Methods of Operating in the 
Stock Market 

Presents in detail the actual methods used by some of the 

most successful forecasters of market conditions showing 

the factors that, in their opinion, cause a rise or decline in 

security values. 

(No. 2) You and Your Broker 

Discusses every phase of the relationship between your 

broker and yourself. Describes what you should watch in 

entering an order, in checking statements and in attending 

to routine matters on your account. 

(No. 3) When to Sell to Assure Profits 

Goes into detail concerning the fundamental factors that 

affect security values. Covers explicitly the important prin- 

ciple neglected by many investors (who too often are only 

good buyers) “When to Sell to Assure Profits.” 


(No. 4) Studies in Stock Speculation 

Contains the ten Cardinal Trading Principles. that you must 

employ if you are to make consistent profits in your market 

operations. Provides you with a complete knowledge of 

stock market technique. 

(No. 5) The Proper Time to Buy Low-Priced 
Securities for Big Profits 

Especially adaptable to current market conditions. Tells 

how to detect buying points in short swings and in individual 

stocks, when and what to buy for quick profits, buying 

securities for speculation, etc. 


Famous Set by John Durand 


The New Technique of Uncovering 
Security Bargains 

Describes specifically the different methods necessary for 

selecting profitable investments in leading industries devot- 
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(No. 6) 
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ing space to each industry. Goes fully into sound funda- 
mental factors upon which real intrinsic value is founded. 


(No. 7) How to Secure Continuous Security Profits 
in Modern Markets 

Will be especially appreciated by every businessman, investor 

and trader—for it contains the principles upon which the 

experts of The Magazine of Wall Street base their judg- 

ment in the selection of securities. 


The Businessman-Investor’s Library 


(No. 8) Financial Independence at Fifty 
Outlines successful plans for investment and_semi-invest- 
ment through which you may become financially independ- 
ent. Shows how to budget your income; to save; the kind 
of insurance most profitable, etc. 


(No. 9) Necessary Business Economics for Successful 
Investment 

Sets forth the significance of supply and demand, the effect 

of good and bad crops, the ebb and flow of credit and similar 

factors which should help you to recognize and take advan- 

tage of the trend. 


(No. 10) Cardinal Investment Principles upon which - 
Profits Depend 

Tells how to put your financial house in order—how to 

make your plan and carry it out after it is made. Bridges . 

many danger spots which otherwise could be avoided only 

through costly experience. 


(No. 11) The Investor's Dictionary 

487 words and expressions clearly defined. Includes every 
word or phrase used in security transactions. Gives repro- 
ductions of all the ordinary documents used in buying and 


selling stocks and bends. 


fusely illustrated with charts, graphs and tables, replete 
ey are all 
richly bound in dark blue flexible fabrikoid, lettered in 
gold, and will make a handsome addition to any library. 


with practical examples and suggestions. 


| The entire 11 books are uniform in size and style, pro- | 
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Complete Library of 
Entire 11 Books. $1 5 











All orders outside of the Continental U. S. A. 
must be accompanied by full remittance. 
LEASE send me books as listed above: Nos. 1-2-3-4-5-6- 
7-8-9-10-11. (Simply check books desired, remitting $2.25 
if only one is ordered, or $1.50 each if sets of two or more 
books are ordered.) 
oO Enclosed. [J C. O. D. $ 
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Your Throat 
With Harsh 
Irritants 


“4Reach for a LUCKY instead”’ 


The great Lord Tennyson in a beautiful poem 
refers to a woman’s Adam's Apple as “The warm 
white apple of her throat.” Consider your Adam’ 
Apple. Touch it—your Adam's Apple—That is your — 
larynx — your voice box —it contains your vocal 
chords. When you consider your Adam's Apple — 
you are considering your throat—your vocal © 
chords. Protect the delicate tissues within your 
throat. Be careful in your choice of cigarettes. © 
Don't rasp your throat with harsh irritants! Reach 
for a LUCKY instead. Here in America LUCKY STRIK 
is the only cigarette which brings you the ade 
benefit of the exclusive ‘“TOASTING” Pi 
which includes the use of modern. Ultra Vic 
Rays. It is this exclusive process that expels c 
tain harsh irritants present in all raw tobacc 
These expelled irritants are sold to manufac- 
turers of chemical compounds. They are not” 
present in your LUCKY STRIKE. And so we say 
“Consider your Adam's Speke: q 
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‘It’s toasted 


Including the use of Ultra Violet Rays 
Sunshine Mellows — Heat Purifies 


Your Throat Protection — against irritation — against cough 














